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Contras accusod 

TheUN said the dtagnwtaf 
of up tp 17,600 NkaraguaT 
tra rebels wa» moving at a 


ass i 


Notice onllS hatoo 

The Philippines, on the second 
day of talks on the future of 

US basest the cottafcy, for- 
maHynotifled theUSit would 

lp rmtrw^teth<« H irwwt wiillfwiy 




But it teftthe door open, to a 
new accord. Page 7 


Greek accord .* 

Greerasaidthattthadfoimd . 
common gron^dwttbtbe US 
on the fistare of US lnlHtary , 
bases in thecMntiyaod that! 
agreement cotdd sqon be . ' 
reached. Tbebaseshad been ' 
threatened with dosare. 
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of positions, rage 85. Frank- 
furt* share prices dosed above 
Area: lows; fee DAX index eas- 
ing &0B points to 185L25. 
Tokyo, the JBkkel rose to a 
H^ rf -iiLtwan hit (dosed 
Sakeeat 31,99744. Bade 
Page, Section n 

IMBMHMmagnMeam- 
fofes per share last year ftB 
ttf$8U2 from $3537 ta 1988. 
Pttgel5 • 

fitzwS Ctonfl qga mo mgi 

far the 'wfnw~ wMwfl»« tni fe ji;' 
hastily became of losses at 






rtVAgiwn^j 




rTvTiJN • 


ISBa s 


n«.;. 


SwSftw 


3B3I58 


br ri V , -? ?. W4V.^ , TOK l 
* Wr r fir r t. 

NrrH 

feta S M BBSSfcJB 







,>j. » l ."f.Y i.Mf ! ■? # ■ ■ 

I 1 I 1 1 ' 1 — 1 1 1 1 1 I 1 1 

- ! ibw r r, ■ .■ v * ■ > ■ <»# ■ 



ipUl 





rwr 





•; i in a f » i ' 1 1 1 c ■ 1 1 ; j 

mm# 

TT 1 < 1 •' ^ * i 



v7~T,;l F . . lTw VTT 


L 


Wednesday May 16 1990 


Target terrorists’ b 
says US Lockerbie 


bases, 
e report 


By Lions! Barber In Washington 


THE US should consider 
military strikes <g«?twf coun- 
tries which harbour air terror- 
ists, -a presidential commission, 
report an the Lockerbie bomb- 
ing said yesterday. 

Thereport urges the US to 
prepare “pre-emptive or retal- 
iatory military strikes” a going* 

known terrorist enclaves - or 
at least covert 1 operations 
. - and calls on President 
George Bush to be more vigor- 
ous in pursuing and punishing 
state sponsors of terrorism. 

The White House reacted 
cautiously, saying it needed 
time to crmaiA^w the commia- 


ston’s renommmriattons, which 
. include a new national system 
for notifying passengers of 
credible bomb threats,- apd a 
halt to installing expensive 
plastic explosive detectors in 
airports* saying more testing is 
needed. 

A White House offici al said 
the US bad reacted strongiy in 
the past when there was a 
“smoking gun" Unking coun- 
tries to terrorist acts, as in the 
case of Libya in 1986* but he 
cautioned: “IPs a little more 
difficult two years after the 
event.” 

President Bush set up the 


Protesters in violent 
bid to storm Estonia, 


By Quentin Peel in Moscow and Christopher Boblnskf in-Riga 

DEMONSTRATORS p r otestin g Army officers area <a yfe*» tried frc 
against the independence drive for the second, day to storm ' 
by the Soviet Baltic republics Latvia's paritommit- in distar- an 
yesterday precipitated the bances described by witnesses Pr 
worst violence seen in the pres- as the worst since Latvia thi 
erjt wfgk •*■ - began its bid for <mfa[wnA>iu»» tin 

.Crowds in both Riga and Tal- Soldiers chanting anti-inde- Es 

Ifam. the capitals of Latvia and • uandence aingarm pushed de 
Estonia; tried, to storm pasha- sniffled with nationalist dem- da 
want bondings. onstrators as military cadets we 

A crowd estimated at 2*000 tried to snatch. red and w hite tlo 
stormed- a courtyard outside Latvian lugs from the hands off 1 
the Estonian parhament inTal- ntUcnaifat suppor***"* ‘ me 

linn, overturn ing a minibus The protesters were pre- in< 
.and throwing stones at the vented from entering the par- - Es 
btrikflng, according to the first hament by a itim of - Latvian sol 
reposts. police, strengthened by an sta 

. -They- were repulsed only armed anti-riot unit. The don- thi 
• after ttinnsan dg of Estonian, onstratlon broke up- around ant 
counter-demonstrators were noon amid heavy rain. 1 

summoned to 'the jf^ n nmt : Soviet military demonstra- tin 
by a radio broadcast and forced ton tried to force their way eit 

Hifiti tp Imran — arl th f iyt liriny - ; Inin flw |mritiwp wrf rm Mwri*tjry att 

viMfincte, accordBng to Mr Let- in protests which 7 ended- only J tiO 
nart Merir the ^Estonian For- vdien Mr Ivar Godamte.-the-'-Coo 
sign Min is ter. . republic's Prime Minister, Dil 

In Riga, hundreds of Soviet agreed, to receive a petition cer 


from their leaders. 

The «mtu«ta pp ffiMiM dem- 
onstt at iops mbw a day after 
President Mikhail Gorbachev, 
the Soviet leader, denounced 
the secession moves in both 
Estonia and Latvia, and 

if eela-red their pafHaniimtm y 

decisions' to restore their pre- 
war independence constitu- 
tions as iifep t 

Mr Gorbachev's pronounce- 
ments almost appeared -to 
incite civil disobedience in 
Estonia, deciarfw g that any 
subsequent acts of organs of 
state or state officials* based on 
their secession moves, were 

m tan w riMHy fllngnT . 

President Gorbachev’s rejec- 
tion off any compro m ise with 
either republic, despite their 
at tem lpto to pursue more cau- 
tious p»flw -to independence 

Coothmed on Page-24 

Disgruntled Bed Army offi- 
cers, PagaS 


FJS May delay Soviet trade pact 


By Pater Riddell, US Editor, in Washington 


TOE US may delay signing a 
US-Soviet trade agreement 
b ecaus e of . co ncern m Wash - 
ington over Moscow's c onUn- 
ned M Wf S nn t a phwt Lithua- 
nia. 

Broad understanding on a 
bilateral trade deal, sharply 
reducing tariffs on Soviet 
exports into the US markets, 
was reached in Paris three 
weeks ago. US officials said an 
agreement would be signed at 


the Washington summit 
between President George 
Bush and President Mik hai l 
Gorbachev In two weds’ time. 

However, there are now 
signs in Washington of a 
desire to slow the pace of 
negotiations, even though 
President Bosh last month 
rejected formal sanctions 
against Moscow over Utfana- 
nia. 

Mr Bush has token no deci- 


sion yet on whether to bring 
for ward the dee! for signi ng at 
the Mumalt, but current Indi- 
cations are that he may not 
nnlnse a dialogue begins 
between TDnins and Moscow, 
and Soviet ec onomi c sa nction s 


Apart from Ms own views, 
Mr Bash also knows that any 
deal would almost certainly 
not bo approved by Congress, 
Continued on Page 3t 


Chicago exchange expected to 
develop reinsurance futures 


By Deborah Hargreaves in London 


TOE Chicago Board of 'Uade is 
set to give the go-ahead for the 
development of futures con- 
tracts based on reinsurance in 
a move that could break open 
the cosy str u c tu res of the US 
insurance market. 

' The exchange is understood 
to be considering two contracts 
based on car collision and 
heath care reinsurance. Its 
board was expected to approve 
development of the products in 
a vote late yesterday. 

The contracts would mark 
the culmination of an almost 
20-year l<mg struggle to find a 
way of trading reinsurance 
futures. Most big e x cha nge s in 
the US and Europe have been 


have found no way of fitting 
reinsurance into the standard 
specifications required by a 
futures c ontract. 

The CBOT is coy about 
dofcaTTg rf wit planned contracts, 
but they are expected to be 
based dm a basket of insurance 
pofides all amt urin g at a cer- 
tain date. They will be targeted 
at b wo ira n ce ffp mp aT| fo 8 which 
regularly buy reinsurance, 
which is at present negotiated 


as a private arrangement 
between insurance company 
ami reinsurer. 

The exchange is hoping the 
move will turn It into the US 
version of Lloyds of Loudon. 
But toe Insurance industry is 
more sceptical. - 

Mr Christian MtHnn , head of 
reinsurance buying at A1G in 
New York said, “they are try- 
i ng to treat reinsurance as a 
commodity and rm not sure 
you can do that because in 
many instances it Is dealing 
with uncertainty." 

Indeed, the CBOT would 
have to ov e rcome same state 

Oft* mSUTSllCC CQXQr 

panics' involvement in futures 
»nri options. In ^rffUtinn, some 
states in the US have a big say 
over the cost of insurance poli- 
cies which restricts the prices 
of reinsurance. • 

Mr Richard Sandor, presi- 
dent Of ItitemaHivnaT capital 
markets at Banque Indosuez in 
New York, who has been 
instrumental in drawing np 

the c ontrac ts, believes reinsur- 
ance futures have the potential 
to dwarf the hi g hl y successful 
Treasury bond futures traded 


at the CBOT. 

The products will create a 
more fluid and Uqpid tMrb* 
which will lower Insurance 
costs, he believes. The cost of 
insurance - particularly pri- 
vate health care poihries - has 
bear mounting in. the US in 
recent years. 

The insurance industry is 
not renowned for its invention, 
the contracts' cre ato rs say, and 
there will be a long process of 
ednea t km to encourage insur- 
ers to use the contracts. But 
insurance companies have 
become quite active In finan- 
cial futures In recent years 
which made them more 
aware of the wider opportuni- 
ties for ride management. 

Chicago's futures exchanges 
are wall to wn for t he intro- 
duction of innovative financial 
products. Since the inception 
of financial futures in 1973, the 
exchanges have launched 
highly successful contracts 
such as futures on Eurodollar 
deposits, Ttey have also made 
less successful attempts at 
diversification with the launch 
of futures on mortgage-backed 
secu ri ties last year. - 
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MARKETS 


UK Qmrevnmeiit may steal tho 
OpposhSon^s dotfaes on EM$ 

■ Mr John Smith, UK 
Labour Opposition 
Shadow Chancellor, 
has won a following 
among financiers, but 
if the Conservative 
Government takes 
sterling into the EMS, 
it could rob him of one 
of his selling points 
Page 23 
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seven-member commiarion last 
August to investigate the 

bombing at Pan Am Flight 103 

over Lockerbie. Scotland, kill- 
ing 270 people on December 21. 
1988. The derision followed 
ccanpfamte by relativBs of the 
victims about suspected secu- 
rity breeches. 

The commisioh la critical of 
the US Federal Aviation 
Administration,' the body 
charged with responsfblity for 
air safety, accusing it of being 
“reactive.” It also stngfes out 
Pan Am aiHitw for criticism. 
Continued on Page 24 
Background, Page 12 
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President George Bush 
Lan^ ilt n, chnlr at the ] 


Bundesbank 
denies plan 
to issue 
unity bonds 

By David Marsh in Bonn 

THE WEST ‘ GERMAN 
Bundesbank yesterday came 
ont in -strong opposition to 
direct foreign borrowing by the 
Bonn Government to help 

flnanw Hm -rnan imifiMiHnn 

The Finance Ministry also 
«aiH it w no plane to issue 
unity hmirfa tailored to interna- 
tional investors such as the 
Japanese. However, the minis- . 
try said it was! "examining” 
supplying finawriai help for 
East Germany through a spe- 
cial credit fond. 

The statements followed a 
Financial Times report yester- 
day Worm was considering 
special D-Mark bond issues to 
help meet the costs of unity: . 

Such Ideas are extremely 
contro ve rsial because of West 
Germany's ' large currant 
account surplus and its present 
status as, a 'significant capital 

ex porter. - * 

• Mr Kari Otto Fold, president 
- of the-Bmidesbank, -drew atten- 
tion to this when he told 
report ers in Basle that “Ger- 
many is a surplus country." 

Be added: “We have a very 
efficient capital market and , 
have no reason to consider 
gmmpwiwit B Hke ttHa (special 
foreign borrowing).” 

Mr Pohl also pointed out 
that borrowing by Bonn had to 
be done in close contact with 
the Bundesbank. Deliberations 
in Bonn, still at a vary early 
stage, about extra financing 
mechanisms to defray the cost 
of merging the two Germanys 
are likely to meet scepticism at 
the Bundesbank, which has 
some misgivings over the Kohl 
Govern m ent's ruling oat of tax 
Increases to fond unity. 
G ove r nme nt bands. Page 30 
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on the Lockerbie bombing from Ms Ann Dore 
ilssion on Aviation, Security and Terrorism 


Thomson, Philips 
form joint venture 
to make HDTVs 


By William Dawkins in Paris 

THOMSON and Philips, the 
French and Dutch electronics 
groups, -have- -agreed a joint 
FFr20bn ($3.6bn> investment 
programme to bring the first 
foil high definition televisions 
(HDTVs) to European viewers 
by 1995. 

The project, signed in secret 
by the two companies at the 
end of last week, is the most 
European «Hwnpt to 
win supremacy against Japa- 
nese competition in a new mar- 
ket estimated to be worth 
EculOhn ($12.4bn) worldwide 
■ by the middle of d«i#>adp. 

It comes just a week before 
the International Radio Con- 
sultative Committee (COB) is - 
doe to meet in a fresh attempt 
to decide on a single world 
HDTV standard. 

CCIR’s last plenary session 
four years ago broke tq» in con- 
ftndon when European commu- 
nications authorities refused to 
.-accept a Japanese- HDTV stan- . . 
dard, known as Muse; on the 
grounds that ordinary televi- 
sions would be unable to 
receive it. 

The Thomson-Fhilips deal 
includes, bat goes far beyond, 
the two companies' existing 
work in the pan-European 
Eurek a research programme, 
devo ted to producing a Euro- 
pean HDTV standard, based on 
the MAC family, which can be 
received on new and old sets. 

“HDTV is our industrial 
future; this accord between 
two groups, which have been 
competitors for decades, sym- 
bolises what we want to do in 
Europe to catch up with 
Japan,” said Mr Roger Fan- 
roux, the French Minister for 
Industry, who announced the 


deal at a conference in Paris. 

The Dutch and French part- 
ners confirmed but refused offi- 
cial comment on the announce- 
ment. Thomson, the world's 
largest television producer, 
would contribute FFriJbn to the 
scheme, with the help of a 
French government subsidy to 
he fixed in the next few weeks, 
while Philips would provide 
FFrllbn. This includes both 
sides* fixture Eureka contribu- 
tions, estimated at just under 
FFribn. 

The deal will cover co-opera- 
tion in every step of HDTV 
development, including compo- 
nents, integrated circuits, flat 
screens* studio equipment and 
the sets themselves, said offi- 
cials Both partners already 
plan to market an enhanced 
television, a half-way step to 
HDTV, by the -end of the year. 
This will have a wide screen 
and- offer compact disk quality 
..sound,, for an estimated 
FFr30,000 per set. 

The full HDTV will have all 
this, plus a higher picture 
scanning frequency, giving 
even better quality. 

F inland' s Nokia and Bosch 
of West Germany are the other 
two main partners in the 
Eureka HDTV project, which 
has swallowed up the equiva- 
lent of FFr2.5bn In its first 
four-year phase just ended, and 
is expected to take another 
FFr3 5bn in its second two-year 
phase, due to be agreed next 
month. Philips and French 
state-owned Thomson also 
launched an accord with 
National Broadcasting Corpo- 
ration of the US in January, to 
work jointly on HDTV stan- 
dards for the US market 


EUREKA 

EUro 

REsea rch & business park in 
Kent at 

Ashford ^ 



•* Idea 1 1 \ located by M20 junction near 
Channel Tunnel to link LK and 
Continent 
rir<t in the area. 

(hood staff and housing it 
you net now 
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2 major 
investments by 
Trinity College 


★ Britain's No.l Science Park 

★ 80 companies so far 

★ Largest and. still growing 

★ Fledglings to multi-nationals 
it Units from 500 sf to 100,000 sf 

★ First class sites , available 

★ Ready for development 

★ Extensive University' liaison 

★ Bar, conference rooms, 
squash courts 
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Disgruntled Red Army officers* ‘ready to fight attempts at secession’ 


COL Vladimir Kxivolapov, a flight 
safety en gineer at a mili- 

tary academy in Riga, is a mild- 
mannered who few spent 29 
years in the army serving in nine 
garrisons throughout the Soviet 
Union and eastern Europe. 

Be also believes that the Red 
Army most play a more open politi- 
cal role if the unity of the Soviet 
Union is to he preserved - a view 
he Says is typical of the general 
mood In the military. 


By Christopher BobinsM in Riga, Latvia 


Both yesterday and on Monday, 
be and several hnndred fellow offi- 
cers, as well as dozens of less gentle 
cadets In civilian clothes, pushed 
flietr way past Latvian nationalists 
and tried to enter the parliament 
building in Riga to demand that 
deputies rescind their re-assertion 
of independence. 


He says no farce other than the 
army can keep the Soviet Union 
together, an evident de ni gr a tion of 
the Communist party. But he Is 
carefbl to add: “We would be happy 
if we could avoid using this tool, if 
other means could be found.” 

The colonel does, howev e r, say 
that if there were a majority vote 


for the restoration of independence 
in a Latvian referendum then the 
army would respect the result. "We 
would respect the wfll of the peo- 
ple.”- 

-Speaking from his three-room 
army flat on an ordinary high-rise 
housing estate where he lives with 
his wife, daughter and mother, he 
says that the army is file political 
ar m of the «* « < « > mmi he bemoans hi* 
perception that “some people are 
att e mpti ng to depoUtidse it.” 


People in the army, he said, have 
fitt insecure for at least a year now, 

coming under attack from liberal 
newspapers and in towns Rke Riga 
being e rtti ctoed by local people "We 
are beco ming m ore active as the 
hostility towards dm army grows,” 
he says. 

"This I* -fee backg roun d ha unt* 
lines ' to a situation in which “mili- 
tary men have to demonstrate for 
the unity of the USSR.” 

Unless developments such as 


those In the Baltic states are 
reversed he feels "tone will be no 
Soviet Union ~ a state for which a 

lot of blood has been shed in the last 

war.” 

The enlnprf avoids diamwng the 
implications, for the Soviet Union of 
a situation In which Urn army takes 

the poUtfcaT initiative. T under- 
stand it Is not the role of the army 
to do this but we have to defend 
ourselves,” he says. 


East Berlin rejects early 
all-German elections 

By Leslie Colitt in East Berlin and Katharine Campbell in Frankfurt 


Washington has become increasingly worried about Soviet intentions 

Baker tries to spur summit momentum 


THE East German Government 
yesterday firmly rejected sug- 
gestions by Chancello r Helmut 
Kohl that all-German elections 
could be held as early as 
December. 

Mr Lothar de Maiziere, East 
Germany's Christian Democrat 
Prime Minister, said yesterday 
that no one had raised the sub- 
ject with him. He had held 
talks on German unity with 
the Chancellor only the previ- 
ous evening in West Berlin. 

Mr Kohl floated the idea on 
Monday after the resounding 
defeat of his Christian Demo- 
cratic Union in last weekend's 
elections in two key states and 
the consequent loss of the CDO 
majority in the Bundesrat, the 
upper house of parliament 

The Bonn coalition agreed 
yesterday that pan-German 
elections should be held as 
soon as possible, conceivably 
on December 2, the date 
already set for the Federal 


Republic to go to the polls and 
recently mooted by the East 
Germans for their first state 
ejections. 

Mr Theo Waigel, the West 
German Finance Minister, s*ld 
that all-German elections 
before the end of 1990 looked 
“more probable” than eight 
weeks ago. 

In Bonn, Mr Douglas Hurd, 
Britain's Foreign Secretary, 
also backed the idea of early 
all-German elections provided 
the external aspects of a united 
Germany were solved first 

However, echoing Mr de Mai- 
zfere, Mr Markus Meckel, East 
Germ any’s Social Democratic 
CSPD) Ftoeign Minister, said he 
“categorically* rejected all Ger- 
man elections at such an early 
date. 

Negotiations first had to 
take place with Bonn on East 
Germany’s accession to the 
Federal Republic under Article 
23 of the West German consti- 


tution. Only then could a date 
be set for elections. 

Chancellor Kohl is said to 
favour moving the elections 
forward because of possible 
foreign obj ections to early uni- 
fication. The proposal was, 
however, widely seen to be an 
attempt to forestall a possible 
CDU defeat in the West Ger- 
man elections an December 2. 
All-German elections were 
seen as being more favourable 
to Mr Kohl since the conserva- 
tives their Hfewl iiTHad 
gained a considerable majority 
m the German elections 
last March. 

Political analysts in East 
Berlin, however, noted that 
early elections might well 
backfire. Growing worries 
among East Germans about 

ma«g Tmpmnlnynwrt im^ rirfnp 

prices coul d shift enough votes 
to the SPD to defe at the Chris- 
tian Democrats in East Ger- 
many. 


TUNING IN: Baker (lefty and Shevardnadze meet today in less certain atmosphere 


EC monetary plans attacked 


By David Buchan in Strasbourg 


POLITICIANS from Europe’s 
ideological left and its geo- 
graphical xim yesterday joined 
to criticise current plans for 
monetary onion as insuffi- 
ciently responsive to social 
needs. 

Speaking for the Socialist 
group, the largest voting bloc 
in the European Parliament, 
M Alman Metten, for the 
Netherlands, said that if mone- 
tary policy were left totally to 
the “Euro-Fed” central bank, it 
would be “democratically mid 
politically flawed”. 

Mr Patrick Cox, sp eaking in 
the TTHMwl«r y nnimi rtriwtp as 


much for his own country, 
Ireland, as his own Liberal 
grouping, riemflTiile d “nrt u fat, 
eral budget, but certain federal 
mechanisms” as exist in West 
Germany, to transfer money 
from richer to poorer regions, 
offsetting what would, he said, 
be the natural tendency for 
wealth in the post-1993 gfegte 
market to flow to the centre. 

Seeking to limit the impact 
of these «tfa«r.b> on monetary 
imirm plans, at least before EC 
governments wit down to seri- 
ous talk* late thfa year, Euro- 
pean Commissioners defended 
the intended independence of 


the planned “Euro-Fed”. 

Mr Jacques Defers, Commis- 
sion pwmMait, mild that with- 
out independence for the new 

«m+ial hawk , winmafatry rmifin 

would never win approval from 
institutions such as tha Bund- 
esbank. 

Another C nmwifgrinBigr , Mr 
Henning Christophersen, said 
no choice existed between 
price stability and autonomy of 
monetary policy on the one 

hanH anil grnaith nn 

the other. The fo rm e r was vital 
to achieve tha latter. 

Europe cm the drawing board. 
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By Pater RIddeH In Washington and Quentin Peel in Moscow 

MR JAMES BAKER, the US 
Secretary of State, today starts 
three days of talks in Moscow 
with Mr Eduard Shevardnadze, 
file Soviet Foreign Minister, to - ‘ 
prepare the US-Soviet summit 
at the end of the month, in a 

markedly more uncertain and 

questioning mood than on his 
last visit three months ago. 

Rlrn-a tire artmiriift . 

tration has become increas- 
ingly concerned about the 
intentions, approach and free- • 
dam of manoeuvre of President 
Mikhail Gorbachev, about divi- 
sions within the Soviet leader - 
ship and about the InflnAiw* of 
the military. Instead of the 
“Gorbymania” prevalent at the 
time of M Gorbachev’s first 
visit to the US in December 
1987, there is now a mood of 
scepticism. 

Washington is particularly TUNING IN: Baker (left) and Shevai 
concerned about the Soviet .... 

leadgrah fp’a imposition of warns the Conventional ipTh* St 

tions on T.tthmmig | feit US offi- today . . w 

dais are also worried about to Start, the Soviet ride has VS 
what they see as a general renewed its insistence that aj 
retreat on the Soviet side on a sea-launched missiles should si 
wide range of arms control and be covered by the planned p< 
related issues. tre a ty, and there are also dis- G 

The increasingly tough agreements on the range of al 
Soviet position on arms control air-lanhched missiles to be a 
is affecting progress both in included. However, Marshal ei 
the Strategic Arms Reduction Sergei Akhromeyev, President m 
Talks (Start) between the US Mikhail Gorbachev's military 1 1 
and the Soviet Union and the adviser, said yesterday that 
conv ** nti twinl forces in Europe there was still a good chance pi 
(CFE) negotiations in 'Vienna, that agreemoit on. this tt 

Marshal. Dmitri Yazov, Soviet could be reached at the super- df 
Defence Minister, admitted power wrmmit- O 

publicly on Monday that the “There remain far fewer M 
military Is behind the new problems,” Marshal Akhro- et 
hard tin*, particularly in the meyev said. “True, they are dif- 
CFE negotiations, because it ficolt ones touching upon the m 
was concerned about conse- key interests of both sides, but oi 
quences of German unification they are few,” he told western w 
and break-up of the Warsaw repor ters in Moscow. lb 

Pad. Another problem likely to B 

However, Mr Tom King, cast a shadow over and pas a 
Britain’s Defence Secretary, haps fatally undermine the A; 
saifj during a visit to Moscow faiib is T.fthn«nfa, where Mr be 
yesterday that new Soviet pro- Baker will be looking for can- ec 
pnflfllfl to break the deadlock in cfliatn ry moves by Moscow. 


such as the start of a dialogue 
with the Vflnias leadership. 
While Mr Bush's low key 


sis general public fln| i 
political support In the US, 
Congressional leaders have 
aiiwriy signalled opposition to 

artinna SQCfa 88 &n Cady Mint. 

eral trade agreement, which 
■ might be as wi p pn rtfa g 
the Soviet leadership. 

US officials are busily 
playing down expectations of 
toe CTTmmit, ill contr ast with 
Hw-hwrtfnna of the tBd Of toe 

Cold War when M Bush and 
Mir Gorbachev mat fn Mait^ in 
early December. 

On «niw fn w hn^ both SldBS 

maik substantial progress both 
on chemical and strategic 
weapons when M Baker vis- 
ited Moscow in early February. 
But when Mr Shevardnadze- 
came to Washington in early 
April the Soviets appeared to 
back away from some of the 
earlier nn/kwhniiUng R 

Thn us has marip new pro- 


posals on the destruction of 
chemicals weapons and Mr 
Baker is takhur several ideas to 
Moscow an strategic weapons, 
on the definitions and limits of ‘ 
various categories of missiles. 
offii-fah believe there are no 
insuperable obstacle given a 
willingness to m»gnH a tp- 

There are also continuing' 
differences, over the future 
security position of a united 
Germany and whether it 
should be in Nato as the west- 
ern 3>rap« hwri«t ptiii tiie Soviet 
Union has so far opposed. Both 
tiie Soviet political and mili- 
tary estabtishment appear to 
be united in resistin g full Nato 
n w m iipn t h ip of a unified Ger- 
many, although dissident 
voices can be heard. 

In particular. Professor 
Vyacheslav Dasbichev, a lead- 
ing academic specialist an Ger- 
man affairs, repeated in a 
newspaper article yesterday 
that it was “unrealistic to 
rfpmimH imw « imttprf Ger- 
many remain outside Nato.” 


Food prices 
to soar as 
Prague cuts 
subsidies 

By John Capper In Prague 

FOOD prices in Czechoslovakia 
are likely to rise by an average 
SO per cent an July 1 because 
of a 28bn korunas (£L04tm) cut 
hi subsidies^ government offi- 
cials said yesterday. 

Ministers agreed the cut on 
Monday as port of moves to 
create a market economy, 
according to Labour Ministry 
officials- The money is to be 
switched to wage end income 
support measures to cushion 
the effects of price rises. 

The Government of national 
reconciliation has postponed 
other economic reforms until 
after the June &9 general elec- 
tion, but Immediate cuts in the 
40bn korunas food subsidies 
were thought a priority. 

The Government would like 
to join the International Mone- 
tary Fund as part of its 
attempt to rebuild the econ- 
omy. It wants to show evidence 
of reform of the pricing struc- 
ture before the IMF’s meeting 
in September. 

Ministers held back from 
eliminating food subsidies 
because of fears about the reac- 
tion to even sharper price 
rises. The remaining subsidies 
will be used to support foods 
such as meat, milk and bread. 

The Labour and Social 
Affairs Ministry was yesterday 
-working out details of the 
income support; which is Hkely 
to last at least a year. Monthly 
payments of 170-180 korunas 
per head are likely to be added 
to all wages. 

The average monthly wage 
in Czechoslovakia is about 
3,400 korunas (£126) and the 
cut in food subsidies will be 
the first economic reform 
affecting aH people: A doubling 
of rail fares from September 
has already been announced. 

Price rises are likely to be an 
Issue in the general election 
campaign. The Communist 
Party has used the exp e ct a tion 
of price rises in election mate- 
rial criticising the Govern- 
ment’s promises of economic 
reform. 

Price support for services 
and industrial goods will 
remain in force until after the 
election, although ministers 
want to eUmiiute all such 
mechanisms in the long term. 
The Government also wants to 
end wage regulation by 1992. 



anonymous airline. Wre just the right size to really treat 
yon as an individual. Tb give you both the service and the 
space you need to fee! pampered (thath why, for ■ 
instance, in every Club row, we guarantee to keep the 
middle seat unoccupied). 

Hus doesn't of course mean that we’re anything 
less than a paragon of efficiency. With a convenient check- 
in at Victoria Station, scheduled flights from Catwkkb 
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Albanians ; 
lift a comer 
of their iron 

curtain v 

ByJ^M£®.^J!barJln IJ w»a .> 

PUBLIC DISPLAYS of id&ction' 
used to be- forbidden in 
Albania. Today, young, 
couples stroll down Tirana's 
main boulevard hand in hand. 

Young peoptealso lopk more 
modern, wearing the blue jeans 
which were previously frowned 
upon for their capitalist stigma 
in this Stalinist heartland. 

For all these new appear- 
ances, President Ramiz Alla 
has not quite introduced glas- 
nost Nevertheless, be is set to 
depart from the rigid Commu- 
nism of his predecessor Mr 
Enver Hoxba who Isolated 
Europe’s poorest- country jinr- 
ing his. 40-year rule. '• " ' 

Mr Alla, though, is perfisrm- 
ing a balancing act to appease 
the country's divided leader- 
ship. The Old guard InHnrfing 
MrHoxha’s widow. Nexmfla, 
and Mr Simon Stefani. the Inte- 
rior Minister, oppose r eform s 
- and. they enjoy the support 
of the Sigorlmi, Albania's 
dreaded secret police. 

The President’s policies, 
however, are slowly deviating 
from the strict line of Albania’s 
founder (who hand-picked him 
as successor before he died in 
1986) in response to both exter- 
nal and domestic pressures. 

Parliament last week 
approved reforms at the harsh 
legal and penal code after 
receiving Mr Alla’s approval in 
a speech at the 10th plenum of 
the C ommnnis t Party a month 
ago. It was also decided that 
foreign credits and. invest- 
ments, acceptance of which 
were formerly considered sedi- 
tious, were no longer -iiiagnl- 
AH Albanians have been 
granted the right to travel 
abroad, and a ban on religious 
“propaganda” in the otherwise 
atheist state has been lifted. 

Foreign visitors to the Enver 
Hoxha Museum are now 
required to pay $1.50 for admis- 
sion, something which no 
doubt would shake the man 
who scorned the US and the 
‘imperialist dollar.” 

Under Mr Reis Malile, the 
Foreign Minister, foreign pol- 
icy has also Chang ed mortality 
in the past month, drawing 
Albania out of Hozha’s isola- 
tioni hujl ^ 

A first step has been aimed 
at Increasing Albania’s 
involvement in the United 
Nations, a move which culmi- 
nated with the three-day visit 
last weekend, by Mr Javier 
Feres de Cuellar, the UN Secre- 
tary General. 

Talks with the sumaewers 
have begun after A]&ana>£aa- 
tiously interest feat 

month in reestablishing rela- 
tions with the US and the 
Soviet Union. Mr Aha has also 
made an approach to. the 35-na- 
tion Conference on Security 
and Co-operation in Europe. 

This revolutionary move 
from a period of virtual autar- 
chy, brings the country closer 
to Europe - and so, closer to 
the possibility of taxing foreign, 
investors. 

Social and economic discon- 
tent has certainly hastened the 
reform process. Widespread 
reports of demonstrations in 
several cities against the cult 
of Mr Hoxha and in support of 
Mr Alia persist, despite deni- 
als. 

However, despite their pov- 
erty, Albanians seem genu- 
inely to revere thdr 64-year-old 
President, a sentiment aided by 
the Government’s assiduous 
cultivation of patriotism. 

From kindergarten age Alba- 
nians are indoctrinated in the 
country’s unique blend of 
socialism and national pride. 
Four-year-olds learn to ring the 
praises of the Presid e nt and 
the party. 

But despite his institutional- 
ised support, Mr Alia, like 
most of the 8m population, fol- 
lowed last year’s events In 
eastern Europe with great 
interest. The genesis of today's 
reforms could well he in the 
Government's awareness that 
Albanians watched last year's 
domiso-fall of other Commu- 
nist regimes on Yugoslav, Ital- 
ian and Greek television. 

Mr Alia would indeed not 
have been called a reformer a 
year ago, although, a gr adual 
social revolution had begun 
soon after Mr Bozha’s death, in 
1985. 

But as one Western diplomat 
stationed in Tirana puts it 
today: “Mr Alia is hot a cata- 
clysmic reformer like Mr Gorb- 
achev, but it’s certainly a dif- 
ferent world now." 
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Brussels blocks Lufthansa fare tactic 


By Tim Dfcfcsoh.lri Brussels 

THE EUROPEAN Commission 
yesterday demonstrated its 
determination to act against 
big airlines. which, try to stifle 
competition -before the more 
.liberal air transport market 
planned for 1993 comes into 
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. In a move which has implica- 
tions for all large carriers, the 
Commissicru .has forced, Luf- 
thansa to abandon controver- 
sial tactics aimed at discourag- 
ing cheaper fares on the 
London-Mtmlch route offered 
by UK-based Air Europe. 

BrusaeLs also said It was 
Investigating a similar com-, 
plaint by British Midland 
against Aer Lingus, and that 


letters would shortly be sent to 
all airline operators spelling 
out the principles at stake. 

.The intervention by Brussels 
in .the two cases follows an 
. announcement earlier this 
month that the EC is seeking 
farther powers to stop estab- 
lished airlines squeezing out 
■ smaller carders by predatory 
pricing and other practices 
such as unfair inducements to 
travel agents. 

Both developments reflect 
anxieties that the benefits to 
the- cons umer of deregulation 
in the air transport sector may 
be significantly reduced wtth- 
. out the vigorous application of 
c o m p etiti o n policy. 


Central to the Lufthansa 
case is the Issue of “interlin- 
ing” — the practice based on 
an ag r^wwnt by members of 
the International Air Transport 
Association which allows pas- 
sengers to use one airline’s 
ticket on a different airline 
under .set conditions. 

Both Air Europe and Luf- 
thansa are party to the system. 
But the Commission says the 
West German carrier withdrew 
Air Europe’s authority to issue 
its tickets on part at the jour- 
ney when the UK airline 
started to apply lower faxes on 
the London-Mtmlch route. 

The Commission ydd yester- 
day that “where an airiine has 


a large share of a particular 
market between two airports, a 
refusal to interline may hinder 
the maintenance or develop- 
ment of competition on that 
route or on connecting routes, 
and thus constitute an abuse of 
that dominant position." 

Brussels says it is reasonable 
that interline sales be maifa at 
the tariff level of the dominant 
carrier and that travellers 
should have to pay any supple- 
ment necessary. The central 
principle to be applied, though, 
is that “sufficient interlining 
should exist to allow the new- 
comer to compete on equal 

terms " 


Romanian workers look to the 
Front for their salvation 


US warns of trillion dollar greenhouse cost 


By David Thomas In Bergen 
THE ^GLOBAL ' ;. cost of 

efahiHrim r Bmlgglfffig q[ CSAOII . 

Awrfrtfr, ffia -gaa 'which contrib- 
tries largely to the greenhouse 
effect, could run into trillions : 
of dollar^ US 'delegates, to a 
large .environmental , confer- 
ence said yesterday. . 

Mhusterefroia more than 30 
countries are attending 1 he 
Bergen meeting, which is con- 
sidering follow up actions to 
the . 1987 report of the UN 
World Cbmmisrion on Environ- 
ment and Development. 

Some European countries 
yesterday renewed the attacks 

Difficulties 
forecast on 
EC pension 
harmony 

By Eric Short, Pensions 
Correspondent 

A WIDENING variety of 
pension and social security 

flr rraiig w mHnte wmnira the vari- 
ous EC member countries 
makes harmonisation in o»i« 
field completely problematical. 

This is the disappointing 
conclusion reached by Mr 
Keith Exall, senior benefit con- 
sultant with William M Mercer 
Fraser, in the publication of 
the latest edition of the fern’s 
Tntemattnwfti Benefit Guide- 
lines.” 

.Mr TEvaTT points out that as 
1992 approaches, harmonisa- 
tion is a key feature towards a 
irfng to financial market. 

Yefcihe update of fixe Guide- 
lines shows that differences 
between the varimm systep»48 
widening, w2fi ditferent JEC . 
countries puffing in; Qifforesit ' 
directions, rather than moving 
towards b arma hlMtim^. 

. He prints out thatsame Gov- 
emments, such as Austria, 
Portugal and Italy are encour- 
aging employer-sponsored pen- 
sion. arrangements, while oth- 
ers, such as France, are 
discouraging them. 

He went on to highlight 
other diverging practices with 
certain countries, like Belgium, 
increasing State social security 
provisions, while others are 
catting back. - - 
Mr K»»n fin/ia these trends 
rather disturbing, with cross- 
border mobility of employees 
becoming increasingly impor- 
tant 

. Hie Guide describes in detail 
the social security and private 
employee benefit plan arrange- 
ments in 60 countries. It is 
honed to inr-lTiil** in fha next 
Issue details of practices in 
Eastern European countries. 

B shows that West Germany 
has become one of- the first - 
countries to react to the demo- 
graphic problems remand by an 
aging population by lifting the 
State pension age from 63 to 65. 

* International Benefit Guide- 
lines 1990, available five from 
Biliary Eempton, William AL 
Mercer Fraser, Telford House; 

M TothM Street, London SW1H 
9NB. 

Yugoslav 
says civil 
war close 

SERBIAN POLITICIAN 
Borisav Jovic became Yugoslav 
president by wnnnni rotation 
on Tuesday and said the deeply 
divided country was close to 
civil war, Reuter reports from 
Belgrade 

Mr Jovic, 62, the former 
vice-president, took over a 
country ravaged by economic 
crisis and ethnic riffs aggra- 
vated by caDs for more inde - 
pendence by new iron-commu- 
nist authorities in the 
republics of Slovenia and Croa- 
tia. 

' “Blockades and disagree- 
ments.., and autonomous 
attempts to implement them 
before changing the Yugoslav 
constitution are moating a 
very' delicate situation in our 
country, " Jovic said in an 
acceptance speech broadcast 
by Belgrade Radio. 

*Hi could be said that this 
opens a new political and even 
. constitutional crisis in the 
country. These dangers e xt end 
to fits possibility of cMl war 


on the US which marked the 
opening of the conference on 
Monday. Mr Brice Lalonde, the 
French Environm ent Minister, 
criticised Washington for not 
taking a lead in international 
meetings called this year to 
tackle global warming. 

The US was fighting yester- 
day to water down a draff min- 
isterial communique which 
would commit the countries at 
Bergen to “providing new and 
additional financial resources 
to developing countries, inter 
aBa through appwnp rtatia mech- 
anisms BUCh as a ftHwmte fond. 


a planet fend and/or the global 
environmental facility being 
developed by the World Bank.” 

Mr John Easton, US Assis- 
tant Energy Secretary, critic- 
ised the commitment as too 
open-ended. The Administra- 
tion had received about IS pro- 
jections of the costs of stabilis- 
ing global warming emissions. 
“They are sobering in the 
sense that they are telling us 
that there are tremendous eco- 
nomic rnnauptwiww here,” he 
said. 

The US delegation claims to 
have carried out more detailed 


costings of tackling the green- 
house effect than most other 
countries. 

Mr David Trippier, UK Envi- 
ronment Minister, later con- 
firmed that the British Govern- 
ment had no detailed costings 
of combating the greenhouse 
effect, but denied that the US 
was being asked to sign 
Open-ended gommUiwawfe 

However, there are signs 
that, a compromise communi- 
que will be agreed today, delay- 
ing the main decisions on 
CFOs and global wanning until 
later this year. 


UNLIKE Hungarian workers, 
who had no Idea which politi- 
cal party in the elections 
would represent their interests, 
Romanian workers have ho 
doubts. The ruling National 
Salvation Front is for them. 

Despite appalling working 
conditions in the huge “August 
23” factory engineering works 
in Bucharest where, under the 
Ceausescu regime, workers 
wages were tied to fulfilling 
the pla", the manag ement, the 
trade unions and the 20,000 
strong workforce are solidly 

lwhind the Front 

And they will vote for its 
presidential candidate and' 
leader, Mr Ion Hiescu. 

The crucial industrial sector, 
which make up 43 per cent of 
the llm labour force, is. along 
with the peasantry, the Front's 
stronghold largely because the 
Front has delivered the goods. 

“They gave us food and 
made life easier for us after the 
Revolution,” said Mrs Marla 
Polixenia, who works in the 
large shed which makes brakes 
and fitting for trains. 

Like her colleagues, none of 
them seem to fear the spectre 
of the market economy or even 
privatisation. “Look, the Front 
will give us work, improve the 
economy and our conditions,” 
explained Mr Tudor Stoica, a 
steel turner. 

They belong to Drepetea 
(Justice), an independent trade 
imion and just one of the five 
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Romania 

unions set up in the factory 
since the Revolution. It is led 
by Mr Pavel Ciriig, a 42-year- 
old accountant. 

- TU tell you why the Front is 
strong here. The other political 
parties, the Peasants and the 
Liberals, want to Introduce pri- 
vatisation tomorrow without 
t hinkin g of the social costs. 
But the Front, they have a 
plan. They will phase in the 
market economy,” explains Mr 
Ciriig, who will vote for Mr 
Hiescu as President but for the 
Ecologist Party In next Sun- 
day's parliamentary elections. 

The idea of the market econ- 
omy does not seem to upset Mr 
Don Petre, the technical produc- 
tion manager, either. Under 
the anden regime he was man- 
ager of “August 23” for a short 


time, bat was temporarily 
replaced last year when he was 
ordered by Mr Ceausescu to 
increase export quotas by 35 
per cent. 

“He told us that if we didn’t 
fulfill this crazy plan, the 
workers would not receive 
their full wages. So I quit.” 
Since then, along with Mr Cir- 
iig, he has met Mr Petre 
ftqman. the Prime Minister, 
whom they describe as “a most 
accessible man.” 

The Front-dominated Gov- 
ernment told them they could 
have direct contacts with for- 
eign companies. 

“We’ve already had talks 
with Mercedes Benz. We need 
joint ventures for investments, 
to modernise, to become com- 
petitive. The last time we made 
profits was in 1980.” Mr Petre 
says the workers understand 
the changes. 

“After the Revolution, every- 
one in the factory was preoccu- 
pied by politics. The Front 
sorted things out with the 
workers. We have a 40-hour 
week, better wages, longer hol- 
idays. It is now stable.” 

None of the parties has cam- 
paigned in the factory. “Cam- 
paigning was banned here. Let 
the parties do it the other side 
of the walL Anyway, the 
unions are active enough 
here,” said Mr Petre. A hint 
that, in its own way, the 
Front’s message is getting 
through. 
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HOW FLEXIBLE IS THE in FORM AT I OH PROVIDER YOU 
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We certainly most, not 
not' allow that,” he sal 
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WORLD TRADE NEWS 


Ridley in pledge 
to Japan on car 
quotas for EC 


By Ian Rodger in Tokyo 

MR NICHOLAS RIDLEY. UK 
Secretary of State for Trade 
and industry, has told the Jap- 
anese Government that Britain 
will do all it c an t o ensure cars 
made in the UK by Japanese 
companies will not be included 
in any transitional EC quota 
on Japanese car imports. 

“There is no way they (the 
UK-made cars) can be treated 
in any other way than as EC- 
made products. We are quite 
adamant on this. 

“The Treaty of Rome is on 
our side, and I am sure we will 
succeed.” Mr Ridley said after 
he had spent a day meeting 
Japanese government leaders. 
In a speech at the Japan 
National Press Clab he 
repeated toe message, saying: 
“There will be no question of 
socalled trans plant s counting 
against any transitional 
quota”. 

In the past few months, 
agreement has been reached in 
the Community that after cre- 
ation of the single market at 
the end of 1992, transitional 
restrictions on Japanese car 


imports will be needed. At the 
moment, some Community 
countries restrict Japanese car 
imports, while others do not 

Some EC car-makers have 
been lobbying to have all Japa- 
nese marque cars, wherever 
made, included in toe transi- 
tional restrictions - not just 
those imported from Japan 
- and the EC Commission 
appears to have accepted their 
views to some extent 

Last month, Mr Frans 
Andrlessen, EC External Rela- 
tions Commissioner, said that 
cars made by Japanese compa- 
nies In factories within toe EC 
would have to be included in 
the transitional arrangements. 

“We believe that category 
should be taken into account 
To make the transitional 
period effective, we cannot 
completely forget about it,” Mr 
Andrlessen said. 

Last year, there were indica- 
tions that the Japanese Gov- 
ernment was co n cerned that 
too large a portion of direct 
Investments in the Community 
was going to the UK. 


Farm subsidies battle grows 


THE developing world is the 
real victim of a battle between 
the United States and Euro- 
pean Community over farm 
trade subsidies, said US Agri- 
culture Secretary Clayton 
Yeutter, Renter reports from 
Strasbourg. 

“Why should the farmers of 
the Third World have to com- 
pete against toe treasuries of 
the developed world?,” Mr 
Yeutter said after a meeting of 
members of the European Par- 
liament in Strasbourg. 


“I just do not see a legiti- 
mate basis for the continuation 
of export subsidies.” 

Washington and the EC have 
argued for years over each oth- 
ers’ subsidies on exports of 
produce such as cereals and 
butter. The US says it abhors 
subsidies but will only cancel 
Hwm jf its trading competitors 
do likewise. The EC says it is 
prepared to curb subsidies but 
rejects the American call for 
thrir total cKitHiigtinn 


To the Holders of 

Middletown Ihist 

10J4% Notes Series A due 1993 

NOTICE IS HEREBY GIVEN that, pursuant to Article Eleven of the 
General Covenant, for the Sinking Rind due July 16, 1990 
U.a$a,705,000 of the Notes wil be redeemed at 100% of their 
principal amount plueaocnied interest to July 16, 1990 when Merest 
on the Notes redeemed shall cease to accrue Fblowing the above 
redemption, U.S.$31 ,995,000 Series A Notes, U.&$1 02,885,000 
10%% Notes Series B due 1998 and U-S.S37.205.000 11fc%Notes 
Series C due 2010 will remain outstanding. 

The redemption price and accrued Interest are payable against 
surrender of the P oo r e r Notes together wHh afl coupon s maturing 
subsequent to July 16, 1990 at the offices of the Paying Agents 
outside of the United States fisted below: 

The Chase Manhattan Bank, N A, 

Wbdgate House, 

Coleman Street, 

London EC2P2HD, 

England. 


Banque BruxeHes Lambert, 
Avenue Mambc 24, 

1050 Brussels, 

Belgium. 


Chase Manhattan Bank 
Luxembourg, SJL, 

47 Boulevard Royal, 
Luxembourg Vile, 
Luxembourg. 

Chase Manhattan Bank 
(Switzerland), 
Gonferstrasse 24, 

8027 Zurich, 
Switzerland. 


The redemption prioe and accrued Merest on the Registered Notes 
are payable at the office of the Registrar, Transfer Agent and Paying 
Agent, The Chase Manhattan Bank, NJL, Corporate Trust 
Administration, 1, New Yoric Plaza, New Ybrk, New Yarfc 10081. 

A further notice w3l be published specifying the serial numbers of the 
Bearer Notes called far red e m p t i o n . 

The Connecticut Bank antitrust Company 


Dated: May 16, 1990 


Call for 
tighter 

copyright 

checks 

THE US has tabled a draft 
legal agreement for establish- 
ing stronger protection for 
intellectual property rights 
(DPR) under the General 
Agreement on Tariffs and 
Trade, William Dcllforce 
reports from Geneva. 

Mrs Carla Hills, US Trade 
Representative, said in Wash- 
ington that achieving an 
accord in the Uruguay Round 
trade talks was an essential 
part of US efforts to raise the 
level of Intellectual pr o p e rty 
protection around the world, 
“particularly in those coun- 
tries that continue to deny 
adequate and effective protec- 
tion". 

Following the comprehen- 
sive IPR draft legal text pro- 
nosed by the Enrooean Com- 
munity last month, the US 
proposal dinwM wiwiwbi. 

firm to reaching an agreement, 

MTS Hill* ssrM 

The US text follows closely 
the patten set by the EC docu- 
ment, bnt contains some 
important differences of 
emphasis. Where the EC draft 
calls for detailed protective 
measures for geographical 
jnJiwifliMif, aiffii as the appel- 
lations of orig in hn pnrt aiit for 
European wine makers, toe US 
document allocates only two 
paragraphs which fall far 
abort of the level of protection 
deemed essential In Brussels. 

Brussels wants .to stiffen 
general performer and broad- 
casting rights under the copy- 
right rules In the agreement, 
while the US puts greater 
emphasis on producers of 
sound recor din g s. 

In p ro t ecti n g the lay-oat 
designs of semiconductor 
chips, the EC wants to buOd 

On an tn b wi a HawT a gm u n ialif 

ptmrfnrfaH tw Washington last 
pear under the auspices of the 
World Intellectual P roperty 
Organisation, which tire US 
and Japan have refused to 
sign. The US seeks a s ep a r a te 
agreement in Gatt, which 
would severely lhntt the tews 
mtite- which developing coun- 
tries compulsorily license 
patents. 

But on a broad range of 
issues. Winding a 20-year pro- 
tection for pate nts a nd the 
wwrhaniwn for e nfo rc i ng IPR 
rights, the US and EC are basi- 
cally in accord. 

A largo: g ap e xists between 
the views on IPR protection of 
the two trig trading blocs and 
a ni im lm r at taadtng develop- 
ing co mma—. 

In a paper submitted to the . 
negotiating group in Geneva 
this week, 12 countries, 

including Brazil, India and 
China, insisted that in any IPR 
system a balance bad to be 
struck between the tran sfer of 
technology a nd protecti on for 
the rights of inventors. 


Bangkok rail order 1 

Lavalln, a Canadian 
engineering group, has won a 
C$2>3bn (£lbn) contract to 
buOd Bangkok’s rapid transit 
system, bnt completing the 
■financial package, including 

SOft tema, way bring Writer 
delays. Robot (Hbbens reports 
from Toronto. 


Computer coalition joins Washington lobby 

Eleven US companies add their voices to trade policy chorus, writes Louise Kehoe 


A NEW and potentially 
powerful voice was 
added this week to the 
chorus of industry groups lob- 
bying in Washington for trade 
law reforms. 

The Computer Systems Pol- 
icy Prqject (CSPP), represent- 
ing ll of the largest US com- 
puter companies with 
collective revenues of $l20bn 
and 800,000 employees may 
quickly influence US high tech- 
nology trade and competitive- 
ness policies. 

In its first public policy 
recommendations, CSPP 
addressed, the controversial 
issues of dumping a nd foreign 
market access which have 
been at the heart of US high 
technology trade friction with 
Japan for seve ral years. 

The CSPP’8 recommenda- 
tions also as negotiators 
in the General Agreement on 
Tariffs and Trade are begin- 
ning b maMn g in the 

Uruguay Round of talks. 

CSPP, which was formed last 
year, stemmed from efforts by 
IBM to bring together US com- 
puter manufacturers to discuss 
trade and competitiveness 
issues and potential areas for 
collaboration in research and 
development The group is the 
first exclusively to represent 
the views of US computer man- 
ufacturers and represents a 


powerful industry coalition. ' 
The computer Industry 
group has attempted to strike a 
balance b etween a d vocate s of 
managed trade, who include 
executives of same of the lead- 
ing US semiconductor manu- 
facturers, and those who 
defend free trade principles 
without regard to the dynamic 
nature of high technology mar- 
kets. 

“We hope that we can 
encourage the US Government 
ai yt th* * community to 

work together to develop con- 
sistent trade policies that 
reflect commercial reality 
rather thaw ideology that rep- 
resents atthwr ex t re m e of the 
spectrum,” said Mr Rod Can- 
ion, chief executive of Compaq 
Co mput er. 

“In the case of market 
access, we believe that it is 
particularly important to try to 
getpast the very rigid concepts 
and recognise the reality of the 
age that we’re in,” he said. 

The 11 members of the CSPP 
- IBM, Apple Computer, Com- 
paq Computer, Control Data, 
Cray Research, Digital Equip- 
ment, Hewlett-Packard, NCR, 
Sun Microsystems, Tandem 
Computers and Unysis - have 
little direct e^eriencB of the 
marke t access and dumping 
problems upon which t hey are 
now tarirtng a stand. 


An exception is Cray 
Research, whose fight to gain 
access to the Japanese public 
procurement m a rk et for super- 
computers was toe subject of 
recently concluded bilateral 
US- Japanese trade negotia- 
tions. 

The keen interest of the com- 
puter industry group has been 

Their views represent 
a compromise between 
the interests of chip 
makers and buyers 

prompted,' however, by the 
negative effects that it has fait 
from the US Government's 
attempts to the mid-1980s to 
address dumping and 
trade complaints filed by US 
semiconductor chip makers 
against Japan. 

In the aftermath of the 1988 

US-Japanese semiconductor 
trade agreement, which man- 
dated “fair market vahze” pric- 
ing of computer memory chips 
and promised US and other for- 
eign chip makers greater 
access to the Japanese semi- 
conductor market, US com- 
puter makers protested a pre- 
cipitous in THftmrwy ehip 
prices and some decried the 
trade pact as “ill conceived”. 

Recognising that they too 


could become victims of dump- 
ing and exclusion from foreign 
markets, tiw computer makers 
have since moderated their 
public statements. In the CSPP 
policy recommendations they 
acknowledge that “open for- 
eign markets are crucial to the 
competitiveness of the Ameri- 
can high technology indus- 
tries” and state that anti- 
dumping laws may signifi- 
cantly affect their businesses. 

The specific CSSPP recom- 
mendations represent a com- 
promise between the Interests 
of chip makers and buyers. 
While w»iw»g for stronger anti- 
dumping measures they also 
recommend a more flexible 
approach to determining the 
“fair price” of foreign-made 
products arid in the US. The 
Hmiwm practice of “forward 
pricing” in which new prod- 
ucts are priced below the ini- 
tial costs of production in 
anticipation of lower costs 
with rising sales volumes 
should be acknowledged in 
revised Gatt rules, the com- 
puter makers said. 

The computer group also 
suggests that dumping duties 
should not be imposed on 
imported products tori axe not 
available from US manufactur- 
ers in sufficient quantities to 


On the issue of market 


access CSPP advo cates “a 
dy namic p roce ss that refocuses 
the market-opening initiative 
as products, technologies and 
markets change.” This is in 
contrast with the US-Japan 
semiconductor trade pact 
which set a five-year target for 
increased foreign share of toe 
Japanese semiconductor mar- 
ket 

“We would pick specific mea- 
sures (of increased market 
access), but they would be on 
an pmiiiaT basis,” said Mr Can- 
ion. The CSPP recommends 
that changing market condi- 
tions and several other factors 
be into account in mea- 

suring progress toward market 
opening. 

The approach proposed by 
the CSPP may be mare idealis- 
tic than practical in an envi- 
ronment of trade fri ctio n, US 
semiconductor industry offi- 
cials said. 

While the chip makers differ 
with CSPP on some of the 
flgfedifi of their proposals, they 
none the less welcomed the 
CSPP recommendations as a 
positive step. “We will be 
happy to work with CSPP to 
try to reach a consensus,” said 
Mr Andrew Procassini, presi- 
dent of the Semiconductor 
Industry Association, a US 
semiconductor industry trade 
group. 


US standards drive 
to boost Saudi trade 


By Nancy Dunne in Washington 


THE US Commerce 
Department and a group of 
American businessmen have, 
for the first tt™*, sent a US 
standards expert to Saudi 
Arabia in hopes of reversing a 
precipitous drop in US exports 

in tfia Tnai^ trt, 

Hitherto, the US has failed to 
respond to the can for industri- 
alised country experti se from 
Saudi Arabia’s Specifications 
and Standards Organisation 
(SASO) in developing 42,000 
toriuiiCTl standards for prod- 
ucts. 

Japan, the UK, Germany, 
France, Austria and New Zea- 
land have already sent advis- 
ers. These have helped SASO 
write more than 400 mandatory 
standards, many of which have 
excluded US exports. Several 
US companies, inctndjng Gen- 
eral Electric, Clorax and Wes- 
tinghouse, say they have been 
hurt by tire new standards. 

According to ft*** American/ 
SnivH Roundtable, SASO 


the European voltage standard 
of 127 volts, permitting imports 
of Japanese and Electric power 
equipment but excluding US 
equipment. The US share of 
Saudi im parts has dropped in 
10 years foam 87 to 15 per cent 
said the president of Round- 
table, Mr (filbert Dwyer. 

The .US Commerce Depart- 
ment's National Institute of 
Standards and Technology has 
asked ftu* Wemw itahte tmto . 
taka a ftmrtnrlging hi the pri- 
vate sector to establish a US 
jreeence for Saudi standards 
This year, 56 US 
have raised $250,000 
and have send Mr Gilbert Top- 
per, a former Westinghouse 
Electric C or p ora tion executive, 
to direct a three-year pilot pro- 
gramme to help SASO — and 
American business. 

The standards written in 
Saudi Arabia will automati- 
cally be adopted by Bahrain. 
T T nw uft, Oman, Q nfg *' and the 
UA2L _ '. . 


UK group 
signsBurma 
oil deal 

PREMIER Consolidated 
rmftoirta, the UK independent 
off company, has signed a pro- 
duction-sharing contract with 
the Rangoon Government for 
nfi sithI gas mir atio n th two 
offshore blocks off Burma’s 
Tennasserim Coast, Chit Tun 
report s from ftang nnm. 

It is the first foreign oil com- 
pany to have come in for pro- 
duction-sharing offshore 
operati ons in Burm a since four 
foreign groups quit in the mid- 
1970s after spending three 
years exploring blocks in the 
Martaban Gulf and off the 
Arakan coast, west Burma. 

These groups comprised 
Esso, a Japanese consor ti um, a 
Fren c fa-Oer man - ttaUan consor- 
tium operated by Compagnie 
Francaises des P&roles, and a 
venture between City Services 
and Sun Oil of the US. 

Two other UK all companies. 
Craft Btplnrntm J»wH Eirkland 
Resources are already involved 
in Burma’s onshor e ope rations 


Greek airline in fleet renewal plan 


US business forms 
trade pressure group 


By Nancy Dunne in Washington 


US business leaders and two 
former US trade representa- 
tives yesterday announced for- 
mation of "the largest coalition 
in history” to promote a strong 

pni-kng p of nrfiruma in th*» 

Uruguay Round of interna- 
tional trade 

Mr BUI Brock, Trade Repre- 
sentative nnd«r President Rear 
amt co- chairman of the 
new MTN Coalition, named 
after the multilateral trade 
talks, mM that mnep negotia- 
tions are canctuded, memb ers 
of ft*** eoafition, whkto includes 
13.000 companies, would deter- 
mine if or not to support a 
namnalg n to get implementing 
legislation through Congress- 

Strong support by as many 
domestic interests as possible 
is seen by the Bush Adminis - 
tration as vital in getting Con- 
gressional approval for what- 
ever package of reforms 
emerges from the Round, due 
to end next December. 

Mr Bob Strauss, Trade Rep- 
resentative in the Carter 

AriTTrinte fcftt tinn , tTip n flMMr CO- 

chahman. stressed the need to 


“load ft* at negotiating table as 
full as we mu, so nobody can 
walk away from it”. 

Failure to get Gatt reforms 
will have “some serious, seri- 
ous results,” he said, “but not 
many people give a damn 
about the Uruguay Round. 
They don’t pay attention to 
substantive issues". 

Besides company and busi- 
ness groups, the coalition 
encompasses consumer and 
farming interests. No labour 
representatives have yet 
joined, partly doe to Gatt's fail- 
ure to include labour rights 
issues in the Round. Mr 
Strauss said. “They’re going to 
keep their powder dry,” he 
added, bnt they might join 
later. 

Both farmer officials noted 
numerous obstacles to a strong 
package of agreements. Mr 
Strauss said: “This has been a 
bitter Round”. 

Mr Brock said it would be 
virtually impossible to get 
Third World participation 
without significant fanning 
reforms. 


By Kerin Hope In Athens 

OLYMPIC AIRWAYS, the 
Greek state flag carrier, has 
launched a $800m (£484m) fleet 
renewal plan by exchanging 
three Boeing 767a ordered two 
years ago for six Boeing 737- 
400a, to be delivered In 199L 

The nirHiw Intends to buy a 
total of 13 new aircraft over the 
next four years under the cur- 
rent purchase plan, including 
four short-ha ul air craft for its 
subsidiary, Olympic Aviation. 

Its langertenn strategy calls 


for acquiring another 14 air- 
craft by the early 2000 b. 

As part of the exchange 
agreement, Olympic took out 
options on another 12 Boeing 
737s and will order two 767s at 
a later date. They are to be 
delivered by 1996, when the 
carrier's long-haul network is 
expecte d to eapmfl in tire Far 
East, MV Loukas G ra mma tlko a, 
Olympic’s director-general, 
said. - 

The Boeing 767s, ordered by 


the previous Socialist govern- 
ment, “don’t fit the needs of 
our network at present, as we 
have to focus on renewing our 
medinm-range fleet”. 

To boost capacity on its 
European network, Olympic 
has also ordered two A3OO-6O0S 
from Airbus, the European air- 
craft consortium, for delivery 
in 1992 and 1994. A Boeing 
747-400 is also on order. Three 
Boeing 727s were bought from 
TjifHmTH M teat month far fMm 


MAGNIFICENT HOTEL INVESTMENT 
OPPORTUNITY IN CENTRAL LONDON 

CENTRALLY LOCATED HOTELS AROUND HYDE 
PARK, (KENSINGTON AND BAYSWATER) 

TOTAL : 517 ROOMS - 3 A 4 * 

5 FREEHOLD, 2 LEASEHOLD 

FULLY BOOKED FOR YEARS TO COME 

For quick sale contact: 071-244-8250 
Property Consultant 



BIG BUSINESS DESERVES 
5-STAR SERVICE 

r you’re making a business trip or 
bolding a meeting, top executives shouldn't have 
eo put up with a less-than- perfe ct hotel; you 
deserve , and expect 5-star service. 

London's Churchill Hotel is ideally in 

-an attractive garden square, convenient for Park 
Lane, Mayfair, Braid Street and the Gty. As you 
would expect, we have superb r ooms, w«yn‘iinal 
restaurants and traditional courteous service. 

Business meetings are pleasurable too. Whether 
it’s a small group discussion or a full-scale conference, 
you can be assured that ir will all run according 
to plan- We even operate a folly-equipped Business 
Centre providing mobile phones, fax, and s e cret ari al 
support for your conv enien c e . 

At The Churchill we believe you shouldn't 
have to settle for anything less. 


V. r '—y#e " *.■: ** 
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The Shield Group Plc 


interiors 





nmmif I/Jgp Ik yrt amLil y 

located on Hampstead Heath - 
the highest address in Central London. 

Just three miles from London’s 
very centre, the fortunate few residents 
will have the most spectacular 
panoramic views of the city , 
imag i na b le. Yet still be surrounded by 
the chara ct er and tranquillity that is 
nnwp ply Hamji ftiwil 

Twelve distinctly different ' 
apartments and penthouses have been 
built on their own extens i v ely 


(@HE VIEWS 



l an d s ca p ed island rite - the totally 

private domain of Summit Lodge 
occupiers. 

Each apartment has its own 
extensive terrace of up to 3,000 square 
( ^HE GARDENS feet. The penthouses, quite literally, 

have their own gardens in the sky. 

Words alone cannot describe the 
beauty of Summit Lodge, so our 
chauffeur is available to facilitate your 
visit. 

Alt ernat ively, we have produced 
an informative video for your personal 
soeenin& and a brochure complete 
with individual plans. 

Please contact Ashley Rubin at 

The Shield Group Plc on 081-2070445 
for more inlnmutwm 
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V The Shield Group Plc 


TBe Peak Op Luxury At 
Central London’s Highest Point 








EUROPE 


forms' 


CINCINNATI 


DALLAS/ FORT WORTH 



SHE RARELY ANSWERS A SERVICE CALL. 
BECAUSE HE RARELY HAS TO MAKE ONE 
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Observation. 

A skill all Delta Air Lines Flight Attendants are trained in. 

They can often see when you want that extra pillow. Or maybe some 
more coffee. 

It’s all part of the training every Delta Flight Attendant goes through. 

And every Delta employee knows they're an important part of the team 
by the end of their training. 

It’s not just our passengers who appreciate the Delta philosophy. 

Over 19,000 people have worked for Delta for more than 10 years and 
over 11,300 people have been with us for over 20 years. 

The result of this is reflected in our splendid service record. We’ve been 
first.ip, pa^enger satisfaction . among major. US airlines Jor the past 15 years! 

L’_. attention to service extends beyond our in-flight staff. . 

Fly Delta from London, Paris, Shannon, Dublin, Frankfurt, Munich, 
Hamburg, Stuttgart and beginning this summer Amsterdam, to 4 US gateways 
(Atlanta, Cincinnati, Dallas/Fort Worth and Orlando). Once you’re through the 
convenient immigration and customs, you’ll be greeted by Delta Passenger 
Service Agents. They’ll help you with directions and connections to over 230 
US cities. 

At this point, we must admit you do have to press a few buttons to get 
Delta service. See your Travel Agent or call Delta for details of direct flights 
available from Europe to US destinations. 


ATLANTA 


DELTA AIRLINES 

WeLoveTbFfyAndltShowsr 


ORLANDO 




"Based on consumer complaint statistics compiled by the US Department of Transportation. ©1990 Delta Air Lines. Inc. 

IN LONDON ON 0800 414 767; IN DUBLIN 794744, OUTSIDE DUBLIN. ASK FOR FREEFONE DELTA; IN PARIS (01) 47 68 92 92; IN LYON 78 38 17 39; IN MARSEILLE 91 36 61 08; IN NICE 93 82 24 03; IN ^ULOUSE 2 i 13 26; IN BERLIN (030) 882 4881; 
IN LONDON uouu * 668041- IN MUNICH (089) 1299061; IN STUTTGART (0711) 296 144;. IN ALL OTHER GERMAN CITIES (0130) 2526; IN AMSTERDAM (020) 6010099; IN BRUSSELS (02) 2171717; IN VIENNA (0222) 484 293; 

IN MILAN (02)M4 1296- IN-ROME (06)* 4814445. IN LISBON (01) 527843; IN MADRID (91) 248 8130; IN STOCKHOLM (08) 796 9600/9400; IN GENEVA (022) 731 75 10; IN ZURICH (01) 816 4243; IN BOMBAY (022) 244 068; IN KARACHI (031) 310 416. 
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The New World has always had a special 
attraction for pioneers. 

Today, the fast- moving markets of Latin 
America offer opportunities for potential 
growth that have never been greater, with the 
rewards to match. 

But to maximise that potential, you need new 
and imaginative methods of corporate finance. 

Solutions that allow European companies to 
open up new approaches fbr overseas invest- 
ment in areas as diverse as tourism, heavy 
engineering, salmon farming, or buying into the 
many public sector companies that are being 
privatised. 

Strategies that transform LDC debt into 


For further details call Leslie Lassiter in London on (071 ) 726 S786, or 
Arturo Vilas on (071 ) 726 7617, or Lutz Tfess on (071 ) 726 7645. 



liquid capital for development programmes. 

Deals that take full advantage of our 
first-hand market knowledge, combined with 
our in-depth understanding of local taxation 

and legislation.- - 

All backed by our global network of offices 
and professionals. 

Hardly surprising then, that we're widely 
regarded in Europe as Latin America's leading 
corporate finance bank. 

Unlocking opportunities both for existing 
investors and fbr those keen to participate in this 

most exciting of markets. 

, And helping put their names firmly on the 
map. 
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Gar workers at 



ir 


By Jota ; nddlng : M50()^ '■ 

WORKERS AT Hyundai Motor 
Corporation, - South4l£orea*& 
largest car mangfactarer, year 
terday hnwiwyi «n- 
general' strike in ,-s^pport. of 
demands- for. wage' increases 
and redured-workfog feours. 

The walkout by 27.000 union 
woriffis : c8De .ooly dim. week 
aftertheplant had re-opened 
following a strike held, in sym- 
pathy wSh workers at Hyundai • 
He avy ' Industries ; South 
Korea’&fargest shipyard. Riot 
police stormed' the shipyard 
strike' ai- the end of last month, 
triggeririgd iB p ute s at : several 
other Hyundai Group snbsid- 

igrioH i ‘ • 

The strike d HMC fa the 
first Trig strike this year in 
whir* pay and working condi- 
tions have been the principal 
Issue. Trade radons: have gen- 
erally' accepted single figure 
wage increases - in the current : 
bargaini ng r ound following 
pressure from the government 
and management which Wamp 
the large pay awards of recent 
years on a slowdown in eco- 
nomic g ro w t h «Tnri ’ wy w w- fa 

■Strikes have afaobeen less 
frequent than in the lest three 
years. Accor di ng to Ministry of 
Labour statistics,, the number 
at Industrial disputes so far ' 


fills year, has fallen by more 

thanTO-perceirtcomparedto 

1989. 

According to analysts, the 
- decline in Industrial unrest 
reflects a toughfagovemmflttt 
fose to crack down an illegal 
'labour disputes. It' also reflects 
apaccefved fora of .jpuUfic sym- 
p athy for trade union demands 
-after three years of typer cent 
average wage rises and severe . 


-...-Officials at HMC threatened 
to seek punitive, legal action: 

■ against union leaders and - 
charged . that . they.';- had 
ferasctel tiie latest strike with- 
out going through required 
procedures. These Include a 
l£day strike notice. to : foe 
Labour Ministry. . 

However, the union leader-' 
ship - dented the charm -and , 
«ftd- the .strike- was called to 
press union demands after fofl - | 
Sag. to - reach agreement with, 
the management ' despite 22 
rounds- of negotiations since 
February. Hyundai workers 
demand an 1&95 per cent raise 
in their average monthly pay 
of tyu and a reduction from 44 , 
to 42'bours in, their working | 
week. However, the company ; 
says it cangfveonly a &95per 

rent wage rise..- ;U ...... . I 


Manila sets 
put bases 
position 

By Greg Hutchinson in 
Manila 

flwPUfopines, on the second 
day o f esgterofeay talks on the 
fntureaf the largest Ame rican 
military facilities overseas, 
fomally notified the US it 
would terminate the current 
military bases agreement next 
year. But it left the door open 
to a new accord. 

K almost certainly inaa'mt . 
Hot if American forces are to 
stay beyond that date - and. 
most analysts believe they 
will - the US and the Philip- 
pines must negotiate a treaty 
acceptable to each of their leg- 
islatures - lajring down the 
nature of the future defence 
and security relationship. 

The current agreement is an 
accord between the executive 
departments of both govern- 


Local difficulty for Malaysian car assemblers 

T.im Siong. Hoon on the implications of higher minimum domestic content rules 

M ALAYSIA’S JO car . . ity would be to tap Proton's nomic nationalism prevented 6,000 cars last year. 

assemblers will have Malaysia component suppliers which Asean from agreeing to a joint Malaysia counts on sum 

to -ponder once more Total car production raoounte) produce 65 per cent of the car. car production. The alternative investments to help r ean se us 
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M ALAYSIA’S JO car 
assemblers will have 
to ponder once more 
hie after Proton. 

-Five years ago, the Introduc- 
tion of the domestic-buflt Pro- 
ton car, followed by- tariff pro- 
tection, nearly killed t h em. 
They survived, with .a 30 per 
cent share at the local marke t, 
only because Proton's produc- 
tion limitations have meant it 
has not been able to cope with 
de ma nd. 

Now the assemblers most 
struggle with another problem: 
higher minimum local content 


C omm u n ist rebels cm Tues- 
day threatened more »♦*»»*« 
on American servicemen in 
the Philippines in a campaign 
to drive oat US military forces. 

The communist .New Peo- 
ple's Army, accusing US forces 
of torture, claimed responsibil- 
ity for killing tWO US ulringii • 
on Sunday. “We will not stop 
until abuses by American offi- 
cers and soldiers have ceased. 
We will not stop until all US 1 
bases and all American occu- 
pation soldiers are out 

of the country,” the NBA said. 


-Until now, assemblers have 
had no problems fulfilling the 
focal content requirement of 2® 
.per cent, by value of an 
imported -CED (completely- 
knocked-dovm) pack. 

-Another jump in the ratio, 
due to be enforced, by 1996, will 
require components manufac- 
turers to put - in place - a new 
layer of investment and tech- 
nology. The industry is now 
characterised by small-scale 
production and low-technology 
items such as seats, batteries 
and tyres. 

The new ratio — 60 per cent 
is suggested - is being ham- 
mered out in meetings, which 
started last month, between 
the Automobile Federation of 
Malaysia CAFM), representing 
the assemblers, ana the Gov- 
ernment 

The assemblers are: Swedish 


ml 
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Motor Assemblies (Volvo), 
Assembly Services (Toyota, 
Daihatsu), Tan Chong Motor 
Assemblies (Nissan, Subaru, 
Audi), Associated Motor Indus- 
tries (BMW, Ford, Land Hover, 
Suzuki, Mazda passenger 
vehicles), Oriental Assemblers 
(Honda), Kah Motor (Honda), 
Lion Suzuki. (Suzuki), Cycle & 
Carriage Bin tang (Mercedes, 

Mitsubishi, Eifaafa nrnnmgH-ial 
vehicles), Tatab Concession- 
aires, and Automotive Manu- 
facturers (Citroen, fauzu, Tata). 

-Last year, the assemblers 
together produced Just 28,000 
cars, not enough to justify trig 
new investments. One possibil- 


ity would be to tap Proton’s 
component suppliers which 
produce 65 per cent of the car, 

But.these suppliers will have 
a problem. More than 200 vari- 
ations of car and van models 
are produced every few years. 
The Government looks unhap- 
pOy at this diversity, seeing it 
as a serious obstacle to build- 
ing a components industry in a 
small car market. It suggested 
two alternatives: closing all, 
save three, assembly plants or 
restricting model variations to 
three a year. Assemblers 
refused to co-operate, and both 
ideas were abandoned. 

Nov, by simply raising the 
target on local content, the 
Government has left assem- 
blers to seek sources for their 
own components. On this score 
they either flourish or perish. 

Indirectly and Inevitably, 
says an industry executive, 
many hew models will not 
meet the new local content tar- 
get. Once these models are 
banished from the market, few 
of the assembly plants will 
have to dose down. 

Assemblers have come to 
accept a higher local content 
usage partly because other 
options are unavailable. What 
is more important, the begin- 
nings of an Association of 
South East Asian Nations 
(Asean) quasi-common market 
on car components offers than 
hope of continuing business. 

For more than a decade, eco- 


nomic nationalism prevented 
Asean from agreeing to a joint 
car production. The alternative 
was to create a free-trade area 
for car components produced 
In its she member-states. Even 
then not all agree. But this 
year, Malaysia, the Philippines 
and Thailand will moved 
towards that goal 

Such collaboration explains 
why Japanese companies have 
invested in a network of com- 
ponent plants In Asean. Toyota 
and UMW, the Malaysian 
assembler and distributor, will 
spend fl7m (£iOm) for a rack 
mid steering plant to be opened 
in 1992. The same year, in the 
Philippines, a $51m Toyota 
transmission plant will start 
up. 

Mitsubishi already ships 
transmission parts from the 
Philippines to its Thai affiliate. 
By 1992, Malaysia will export 
engine components from 
Hicom, a state-owned company 
which shares a 30 per cent 
stake with Mitsubishi in Pro- 
ton. 

This "strategic alliance” 
helps to cut down not just the 
overall costs of Asean cars. 
Components from any at the 
countries also count as local 
content at home. 

Such arrangements are 
Incentives for Oriental, the 
Malaysian distributor, to press 
on. They are contemplating a 
J74m Investment in the coun- 
try though Honda sold barely 


6.000 cars last year. 

Malaysia counts on such 

investments to help realise its 
dream as a big car exporter. 
Unable to make big on its Pro- 
ton car exports, its tentative 
goal is to build an impressive 
components Industry- 

Using government funds and 
Mitsubishi technology. Proton 
was meant to stem: the country 

into the car export league. Last 

year, five years after its inau- 
guration, Proton exports stood 
at 11,000 units, 90 per cent of 
them to the UK. Overseas sales 
are about 15 per cent of its 
total production. 

That limited achievement 
abroad was wrought at a cost 
to the domestic market To sus- 
tain cheap exports, Malaysians 
are paying exorbitant prices 
- equivalent to two years sal- 
ary for an above-average-pay 
office worker. 

The need to price Proton 
highly in a protected market 
succeeded merely in s hrink ing 
consumption by half, within 
two years of Proton’s birth. 
Last year’s economic growth 
was toe highest in a decad e . 
Yet car demand was 10 per 
cent below the peak of 101,000 
units in 1983. 

Proton’s overall sales this 
year could rise another 20 per 
cent to 80,000 units, Us capac- 
ity limit. But this is small con- 
solation for the car maker 
which had planned to produce 

120.000 units by-its fifth year. 
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IN LONDON DOCKLANDS? 


THEY STOP OUT 
OF THE FRONT DOOR. 


a cameraman from st u d e n t protest at 
anandlng return el college fora 


Amnesty presses Peking 
over democracy prisoners 

By Coiina MacDougal! 


Move into London potAfcmds and you enter 
; jahoih&jw&. a yvyr award-winning , f 
warehouse, conversion -* dr' buff- Brick. family ' 
House - you'll be on. the threshold of London's 
-best- kept secrets. 

. . Brasseries that could be the envy of Paris fon Both • 

the right and the left banks of the Thames). If you 
prefer chn sum, forget the West End and pant 


your rickshaw to Umehouse, London's original 




.and sail from busiting yachting marinas. 

There are wine bars as modish as any in 
Manhattm. And taverns once frequented by 
Captain Cook or Lord Nelson. With 55 miles of 
waterfront, London Docklands is a natural centre 
lor wafersports, (and most other lands of sport}. 


But the more you look, the 
greater the surprises. Such as 
the dry ski dope. Riding just a canter away from 
the City: Even three farms. Call London Docklands 
on the number bebw and we'll put a wealth of 
information through your letter box. ItcoukJ easily 
persuade you to move your own front dooc 
LONDON DOCKLANDS 0800078910 


AMNESTY International has 
today called on the Chinese 
government to reveal toe fate, 
of thousands of prisoners 
arrested since the massacre in 
Peking last June and has . sent 
Prime Minister Li Peng a list of 
more than 650 individuals it 
has identified. 

The Chinese authorities 
have said the arrests are an 
internal matter, raying only 
that about 6^00 people were 
arrested and that several hun- 
dred have been released. 
Informed outsiders believe toe 
true number of arrests to be in 
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the ton of thousands. Most are 
befog held without trial, and 
many suffer torture and beat- 


Many of these mww T in 
Amnesty International’s hat 
are prisoners of c on s cience, it 
notes. They: were, arrested 
solely for the peaceful exercise, 
of their rights. One is Liu 
Sacha, ti» writer, one of four 
who started a hunger strike in 
Tiananmen. Square on June 2 
and later negotiated with the 
army for the withdrawal of the 


Another fa Zheng Xngnn.ng, 
20, from the Peking Aeronauti- 
cal College, one of the 21 “most 
wanted.” leaders of the. student 
movement,: caught in bfaWng in 
Canton last summer andnow 
in Qfocbeng -prison, Peking. • 
The wiHng g and fast ■ 

yBar ft 18 * ^ tyort'wewfc 
dramatic examples of sweeping 
end persistent persecution in 
China,” Amnesty International 
raid. ... 

. . The organisation also pub- 
fishes today a report detaining 
the cases of 16 prisoners, 
including Tibetan activists, 

T foawan fiatimHc jmd Pm fcwwfamt 

refigkms leaders and support- 
ers- of; the 19T0s democracy- 
movement still serving long 
pris on sentences. 
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Angolan 
rebels claim 
victory 

By Julian Borger 
in Mavinga 

Fierce fighting baa broken out 
around Mavinga in tbe south- 
east of Angola where Unita 
rebels are claiming' to have 
scored a big victory only three 
weeks after direct peace talks 
opened between the Angolan 
government and the rebel 
movement 

Journalists were taken by 
Unita over the weekend to see 
the scene of a battle seven 
miles north-west of Mavinga, a 
rebel stronghold since 1981. 
Large areas of forest had been 
bunt to the ground and the 
charred wrecks of a Soviet- 
built T55 tank, six BMP-1 
armoured cars, and large num- 
bers of lorries woe scattered 
across the area. 

According to Unita officers, 
tbe battle took place last Sun- 
day ami Monday, a nd was deci- 
sive In e u d j ng a government 
offensive launched last Decem- 
ber on Mavinga. 

Government spokesmen in 
Luanda have acknowledged 
that they have withdrawn 
their forces from the Mavinga 
area, but said it was a goodwill 
ges tur e to help the progress of 
peace negotiations. 

Mr Jonas Savimbi, leader of 
Unita, expressed optimism that 
direct contacts between the 
two sides, begun in April in 
fivora, Portugal, would con- 
tinue, and that a ceasefire was 
possible in the next few 
months. Mr Savimbi, however, 
reiterated his refusal to recog- 
nise the government of the rul- 
ing MPLA party. 


Bhutto seeks Islamic states’ support oyer Kashmir 


By Robin Pauley, Asia Editor 

MS B enazir Bhutto, Pakistan's 
Prime Minister, arrived in Iran 
yesterday to open her tour of 
Islami c countries to Seek sup- 
port for Pakistan’s stand on 
t ftp increasingly t prKp dispute 
over Kashmir. 

Ms Bhutto is looking for 
financial , militar y and political 
support from eight countries: 
Iran, Turkey, Syria, Jordan, 
North Yemen, Egypt, Libya 
and Tunisia. She wants Islamic 
support in a high, risk strategy 
which COUld raise Kashmir 
from a local dispute to, at 
worst, a pan-Mamie issue with 
the characteristics of a Jihad 
(holy war). 

Ms Bhutto, the only woman 
Moslem head of state and one 
of the few democratically 
elected Moslem leaders, trav- 
elled immediately to the shrine 
of Imam Reza. She was due to 
go to Tehran later for talks 
with Iranian officials, 



Bhutto: seeking support 

Iran and Saudi Arabia are by 
far the largest, most powerful 
potential Moslem supporters. 
Saudi Arabia does not appear 
on the official itinerary but 


there are repeated uncon- 
firmed reports that both Sau- 
dla Arabia and Iran have 
offered air support to Pakistan 
in an emergency. 

Pakistan’s military an d <wp. 
■lomatlc links with both coun- 
tries are close and Iran has a 
land border with Pakistan 
across which supplies could be 
easQy transported. 

Kashmir was divided at par- 
tition. The Indian state of 
Jammu Kashmir com- 
prises about two-thirds of the 
territory and has a Moslem 
majority. & is the only Tiyti ft Fi 
state without a Hindu major- 
ity. It is therefore an essential 
element of India’s secular char- 
acter. 

Pakistan’s third of the terri- 
tory is known as Azad (Free) 
Kashmir. Moslems on both 
sides of the border are agitat- 
ing for indeiHmdflTic^ 

Pakistan says the Kashmiris 


must be allowed to determine 
their future, but means by this 
that all should he 

Pfrkjgfemi control if the 
Moslems wish that; Pakistan 
would be as hostile to Kashmir 
becoming an autonomous state 
as India. Such a move would 
lead to other separatist moves 
in Pakistan, notably in Balu- 
chistan and Sind, which could 
sppR H y disintegration of the 
country. 

Ms Bhutto’s international 
Modem initiative contrasts 
with her previous efforts to 
contain the dispute and avoid 
In flammato ry comments 
actions. Both she and Mr VP. 

the Indian Prime Minis - 
ter, are unwilling to see the 
dispute degenerate yet again 
into war. But there are agna 
that Mr Bhutto's Iwwwupng l y 
beleaguered minority govern- 
ment may be looking for the 
“traditional" distraction of an 


external crisis. 

Mr Singh, also heading a 
minority government and so 
for Tmam» to bring th e distur- 
bances under control, faces 
pressure from opposition fig- 
ures and ffinAi fimdamental- 
fets to take a strong military 
stance. Pakistan dealing Indian 
charges that it armn and trains 
Mnahnw militants. More than 
300 people have been killed in 
the secessionist uprising since 
mid-January. 

India and Pakistan have 
twice gone to war over the dis- 
puted ter ri t o ry. If there were 
another war Pakistan would 
again face certain defeat on its 
own. Military su pp or t, particu- 
larly in the air, from other 
Moslem states would change 
the equation. 

A Farted Foreign Ministry 
spokesman insisted that the 
purpose of Mb Bhutto's trip 
was peaceful. 


Britain presses 
US to help with 
HK refugees 


strong military gy Lionel Baiter in Washington 
a dealing Indian 


Algeria worries over growing black market in drags 


By Francis Ghlles in Algiers 

SINCE the end of the holy 
month of Ramadan two weeks 
ago the Algerian authorities 
have seized an estimated £75m 
($126m) worth of black market 
goods, as much as police and 
Customs officers impounded 
dming Bra Bntim first QDZTtsr 
of the year. 

This c rackdo wn rf grain the 
Government's determination to 
curtail *h» speculative black 
economy which has fuelled the 
huge price rises of recent 
months. 

Among the contraband 
seized are thousands of items 


THE British Government is 
pressing President George 
Bush to set up a new regional 
holding centre for boat people 
in one of the Pacific territories 
of the US, possibly Guam, amid 
concern about the rising num- 
ber of Vietnamese refugees in 

H The^ftftteh proposal aims to 
turn the tables on the US 
Adminis tration, which has crit- 
icised the planned forcible 
repatriation of boat people 
while foiling to put forward 
alternative solutions, accord- 
ing to UK officials. 

Much to the irritation of the 
administration, which regards 
the plan as a “non-starter", the 
British will go public wit h 
their proposal at an interna- 
tional meeting of interested 
parties In Manila later this 


of electrical equipment, w t iitm 
goods, children's clothing and 
spare parts, as well as 29% 
tonnes of tea, 35 tonnes of 
groundnut aO, and 14 tonnes of 

gflitralhra- 

Even more worrying for the 
authorities is the emergence of 
a flourishing Made market in 

drugs, mntnly TmwWcTi 

Officials report that 88 
tonnes of hashish have been 
Illegally imported from 
Morocco since the beginning of 
the year, a^d 64 t onnes ille- 
gally exported, mainly through 
Italy; hence the enormous pop- 


ularity of the Axrnaba to 
Naples ami Tunis to Sicily 


Thousands Of awtmalg 
are driven across the 
frontier in military- 
style operations using 
walkie-talkies . » . 

Tunisians realised to their 
amazement recently that a 
majority of passengers on the 
ferries to Sicily were either 
Moroccans or Algerians. 


The Mwrft mnrlrof hum nlar^ 

exported foodstuffs which are 
cheaper in Algeria than In 
neighbouring countries 
hpranw thev are subsidised. 

Illegal exports include semo- 
lina, which goes to make the 
national North African dish of 
couscous, milk, sugar and cof- 
fee, not to mention washing 
powder. Thousands of live ani- 
mals, particularly sheep, are 

iiriwin amm Bra frontier mili- 
tary-style operations involving 
w aiktotelkMB and w bb Bra m 
of weapons. 

Four weeks ahead of local 


and provincial elections which 
will he tbe first free polls In 
the towfa w y of Ai gwria , the Gov- 
ernment headed by Mr Mou- 
lood Hamrouche Is determined 
to show that refonns.aimed at 
liberalising the economy do 
not mean giving a free rein to 
raribstaering and black market- 
ing: 

Many Al gerians have still 
not recovered from the shock 
of seeing the price of certain 
foodstuffs increase four-fold 
during the month of fasting 
only to fell back as soon as tbe 
feast of Id el-fStr was over. 


Last January, British hopes 
fora compromise on the future 
of theboat people were dashed 
when theUS State Department 
proposed al2-month morato- 
rium on forced repatriation, 
tints blocking an international 
consensus on the refogee issue 
in Geneva. ■ 

Since then, the British have 
gone ahead with United 
Nations backed procedures for 


separating (“screening out") 
Vietnamese economic migrants 
from genuine political refu- 
gees. Some 8,000 refugees have 
now been screened out, but 
only 200 have volunteered to 
go back to Vietnam. 

Mr Francis Maude, junior 
Foreign Officer minister, 
recently wrote to Mr Lawrence 
Eaglsburger, deputy Secretary 
of State, wanting him that the 
number of “screened out” refu- 
gees could rise to 10,000 by 
■inly, ca™tog severe problems 
in the Hong Kong camps. 

Under the British plan, the 
US would be asked to assume 
responsibility for these refu- 
gees. A second suggestion is 
the US - which has felt 
free to raise doubts about the 
fairness of screening proce- 
dures — apply them at 

the new regional centre, possi- 
bly Guam (used as a stopover 
point for Vietnamese after the 
end of the Vietnam war). 

The relocation plan was first 
raised last March during a 
meeting of senior US and UK 
officials in London, and later 
by Mrs Thatcher during her 
meeting hi Bermuda with Pres- 
ident Bush, a US official con- 
firmed. 
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Iraq demands Italy 
compensate seizure 


IRAQ’S Foreign Minister 
yesterday demanded that ltaly 
compensate Iraq for nearly 100 
tons of steel ports that were 
seized o& suspuaans they were 
destined for an alleged “super 
gun", AP reports from Rome. 

. Mr Tariq Aziz’s visit to Italy 
began shortly ana* Italian 
police blocked export of the 

Traterial - most Of tt about to 
be loaded at a Naples dock for 
transport to the Middle East 
Police said the parts, ordered 
by Iraq and man ufac tured in 
fody, were suspected of being 
components of a giant artflfary 
piece capable of firing nuclear 
warheads or chemical weapon* 
hundreds of kilometres. 

Mr Aziz yesterday reiterated 
his contention that the mate- 
rial was destined for petro- 
chemical projects. Xh Home to 


visit UN Secretary-General 
Javier Perez de Cuellar about 
stalled Iran-Iraq peace talks, 
Mr Aziz also met with Italian 
Foreign Minister Mr fiiarml De 
Mkhelfa over the seizure of the 
peats. 

Iraq said on Monday said it 
would take legal action against 
Britain, Italy. Turkey, Greece 
and any other co untries which 
.take “Illegal” measures to stop 
exports of equipment ordered 
by Iraq. 

Mr A«ig said that while he 
mil not make threats in hfo 
meeting with Mr De Mw-hpin, 
Iraq, would compensa- 

tion for material which was 
paid fop but not delivered and 
that future trade and other 
deals could be jeopardised. 


Saudi unease at 
Yemeni unity 

Victor Mallet describes an Arab 
merger worth taking seriously 

D ECLARATIONS about paigners are already becomir 
Arab unity or the increasingly active in Kuwait 
merger of Arab states Saudi Arabia is narticulan 
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D eclarations about 

Arab unity or the 
merger of Arab states 
are usually greeted with well- 
deserved scepticism by Arabs 
and outsiders alike, but the 
imminent unity of the two 
Yemens Is a for cry from the 
North African merger fantasies 

at f Vilnuri Mnawimw pf 

Libya. 

The leaders of North and 
South Yemen, eager to fore- 
stall any opposition, are press- 
ing ahead with plans to declare 
a united state within a matter 
of weeks - six months ahead 
of schedule. 

They have already embarked 
on Joint oil exploration in a 
previously disputed border 
zone, allowed free movement of 
goods and people between the 
two countries, permitted the 
use of both national currencies 
throughout the Yemens, and 
announced the dissolution of 
their respective armed forces 
ahead of the merger. 

Strategically-placed at the 
mouth of the Red Sea, a united 
Yemen of some 12m people 
would be file. Arabian penin- 
sula’s most populous nation. 

The poverty which charac- 
terises the Yemens today could 
e v e ntua lly be mitigated by far- 
ther (til discoveries and the 
development of agriculture, 
and a united Yemen would be 
more forceful in any negotia- 
tions about its long-disputed 
borders with Saudi Arabia. 

At the weekend Saudi 
Arabia reaffirmed its public 
support for Yemeni unit / and 
denied attempting to disrupt 
the process by supporting the 
dissident and warlike Yemeni 
tribesmen, of the north. 

Privately, however, the 
Saadi royal family is worried 
about the political and security 
implications of a united Yemen 
after years of Saudi economic 
and social superiority; more 
than lm Yemenis work in tbe 
Kingdom as migrant labourers. 

Although tire more numer- 
ous North Yemenis will be 
dominant after the merger, tire 
Saudis fear that tire commu- 
nist and secular principles of 
the South Yemeni Govern m e n t 
will dilute the more traditional 
Islamic values of the North. 

Tbe two Yemens, moreove r, 
have outlined plans for a con- 
stitutional, democratic state 
which could undermine the 
legitimacy of tire Gulfs tradi- 
tional ruling families at a time 
when pro -democracy cam- 


paigners are already becoming 
increasingly active in Kuwait 

Saudi Arabia is particularly 
anxious about the alliance 
between Iraq and North 
Yeme n . Iraqi military advisers 
are assisting the Yemeni 
armed forces, and the Saudis - 
although they now have tolera- 
bly good relations with Bagh- 
dad • fear the long-term effects 
of Iraqi influence on their 
southern as well as their north- 
ern border. 

Even if Yemeni unity is 
declared as planned by the end 
of this month, the integration 
process will be fraught with 
difficulties. 

The northern tribesmen will 
continue jealously to guard 
their lucrative smuggling trade 
from the authority — and the 
taxes — of the central govern- 
ment, while civil servants in 
S an aa and Aden, the two capi- 
tals, will be reluctant to 
their influence In a united 
bureaucracy. 

At tire upper echelons of the 
future political and military 
establish m ents, however, the 
hierarchy appears to have been 
largely decided. 

P resident All Abdullah 
Saleh, the army colonel 
who has brought stabil- 
ity to the North since coming 
to power in 1978; win be the 
Yemeni President. Mr All 
Salem al-Baidh, head of the 
ruling South Yemeni Socialist 
Party, is expected to be 
Vice-President, while Mr 
Haider Aba Bakr al-Attas, 
President of the South, may 
become Prime Minister. 

One of tire main obstacles to 
a harmonious merger ia the 
dispute over tire role of Islamic 
sharia law. The draft constitu- 
tion, which should be ratified 
soon by the two countries' 
national assemblies, e&shibres 
ffezFfe as the main source of 
fature legislation. 

Some devout Zaldis of tire 
north want sharia to be tire 
only source of legislation, 
while those who have benefited 
from communism, in tire south 
four that secular principles will 
be thrown out of the window. 
Three bombs blasts recently in 
Sanaa In the North were 
Mamed on Moslem extremists 
opposed to unity; in the Smith, 
thous ands of women demon- 
strated earlier this? year for 
women's ri ghts to be guaran- 
teed in Qm constitution. 
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Chvyd —The New Huh for Automotive 
Component Manufacture 


The centre of gravity for automotive components supply 
is shifting to Chvyd. Toyota is building a new engine 
plant at Deenide and the nearby General Motors plant 

haw (nirmmf wi plana fhr yxpW T Hri on 

With its range offinancialaid.akiltedwaridbrce,emdlent 
co mrnimicfltiflna andreadOya vailabte factori es and land, 
Clwyd is the ideal location for the manufacture of 
iiLt motive components* 

To find out more about Clwyd, and the considerable 
benefits it can offer your company, contact the Clwyd 
Industry Team, CbaydCounty Council* Shin Hall. Mold, 
Clwyd CJ37 6NB. TeL 0352 2121 Fax. 0352 700321. 



WIMBLEDON 


CHAMIONSHIPS 

Monday 25 Jime - Sunday. 8 July 


P rem i um corporate hospitality foriKtaeswrth seats on Centre 
and Na.1 Courts, cmnpetMvdy priced. We talce care of every 
detail for parties from 2 to 40. 


Please telephone: 1071) 490 2212 or fax (071} 251 0859 
Creative Events Ltd, 1-3 St John's Square; 
London EC1M 4DH 


HEALTHCARE 


The Financial Tones proposes 
to publish this survey on: 


29 MAY 1990 


Foe i M editorial ly n o yri eand 


Do* Cafe 
oa 0714733301 


or writs to Urn at: 


Number One 
SovUmat Bodge 
London 
SE19HL 


FINANCIALTIMES 
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OVERSEAS NEWS 


Ivory Coast opposition faces testing 


Mark Huband in Abidjan looks at the ensuing political struggle after recent reforms 


R APID political reform 
Jn the Ivory Coast has 
taken the country by 
surprise. Last week’s decision 
to legalise opposition political 
parties came at -a time when 
the Government’s traditional 
argument that a multi-party 
-system will lead to tribal con- 
flict stm remains the* most, 
potent claim of conservatives. 

Since 1982, when the' Ivory. 
Coast* s first opposition party, 
the Ivorian Popular Front 
(FPI), was founded, criticism 
has grown of an evermore stag^ 

rant and mulminmiHg politi- 
cal system. 

Following weeks of rioting 
and strikes, five opposition 
parties were legalised on April 
31, when the ruling Democratic 
Party finally gave m to popular 
pressure* At the' same time, 
severe economic austerity mea- 
sures were scrapped, denting 
the credibility of the Govern- 
ment * ' 

Only the left-of-centre FPL 
aud its leader, the historian 
Jjanrent Gbagbo, have any gen- 
uine political experience, 
though only as members of the 
illegal opposition and not in 
government. 

Mir Ghagbo has campaigned 
for eight years for the creation 
of multiparty democracy amid 
spells - of voluntary exile, 
tw priiwnmiwt ami arrest, the 
most recent being In March. 
Although time is as yet no 


and the Ivorian- Socialist Farty ' 
(P$3Q are an on the left of the . 
political spectrum. 

Only the Republican- Party 

a of Robert Gbai Tagro. 

a significant exception; - 
But the 30-year rule Of Presi- 
dent Felix Houphouet-Bolgny’s 
right-of-centre Democratic 
Forty, which lias the only 
claim - to being genuinely ' 
nationwide in its support and 
organisation, means that even 
a left wing grouping would 
meet a considerable force from 
the right 

However, the political 
upheaval of the past few 
months, and the announce- 
ment that a presidential - sue- : 
cessor will be named at the 
forOmomtng DemocrallcPary 
cangrees. has created .a leadav 
ship struggle within the riding-' 

a ih n hdB t r ati wi . 

The President of the 
National Assembly, - Mr Hezni' 
Konan Bedie, is the cemstitn- 
tional successor to the' Pcesi- : 
dent However, he is only able 
to hold the post for six weeks, 
after which elections must be 


were aimed at fill ing u 9890m 
financing gap In the 1990 bud- 
get 

The Government me asure s 

were parted an ldraonth struc- 
tural adjustment pii w a mia e 
agreed with the Worm Hank 
' and the international Mone- 
tary Fund in Jaly . 1969 which 
had a reduction in Govcminent . 
spendhag as tts major aim. 

Last September the Govern*' 
stent finally acceded to pres* 
sure for a reduction in -the 
state subsidy paid- to ftrgww 
.for their’ coboa and coffee 
crops. The state agricultural 
marketing board, the Caissede 
Stabilisation, had accumulated 
9440m fosses from 1909 alone, 
and- the guaranteed price paid 
to for mas jvasCnt by half with 
1 the: intention - of creating a ' 
profit by September 1990. 

A cabinet reshuffle in Octo- 
ber 1989 saw' the number of. 
Gavestunesct ministries : cut by . 
10 to 29 as part of the same 


will -form a coalition , the Ivo- 
rian Workers Party (PTI ), the 
Social Democratic Union (DSD) . 


Mr Bedie is expected by 
-some to win. the presidential 

efoCtiGSL But, tfv> Hrifcnm min , 
later, Mr Jean Konan Barmy, is 

also expected to fight for the 
position. Both come from the 
politically dominant Baoule 
tribe of Mr Houphouet-Holgny. 

The third most powerful 
man in the Government, Mr 
Phfijpe Yace,. chairman of the 
political and economic council, 
is also a p o— Me candMUb 


Xow cocoa prices' -have Ut 
{he Ivory Coast economy 


The protesfsdn Fetowaiyand' 
March which sparked the pres- 1 
ent crisis forced the Govern* 

mantis abamkm private sector 

Hac <nCTPfl«>h jrf 

puhhcsectrirpaycutsotfto?^ 

40 pferemt^ measureswMch 


Botii cost-cutting measures 
had been regarded as long 
overdue. The- world price a 
cocoa had fallen from ns high 
in the early 1980s ofup to 
£L 500 ( 92 ^ 20 ) a tonne to 
'around £ 600 . a tonne, but the 
dramatic 'fall had not been 
matched hyn simQar drop in 
the standard of living. . 

Mr HouphouetBoigny..has 
. insisted that the crisis will 
pgss/Buf despite this- claim, it 
'baa become Tncreafdngly dear ", 

^ ■■f^: r tite.G<»3rnm®stjhad.riot' - 

Xfeassan tSfli ectit Smd nature, 
of foe opposltioii to the mea- 


Btnres it was intending to posh 

through* 

Opposition political parties 
consider the scrapping of fife 
«.hn to be vtadicathm^cf their 
. critidsma of the policy of data. 
Throughout the past few 
months they have demanded, 
the repatriation of fends held 
'abroad by the business efite as 
wen as the aboBtion of wide- 
spread tax exemptions, as the 
means of increasing state, 
income. 

Now they are attempting to 
Im prove their or g anisa ti on and 
to present themselves as craft? 
hie alternatives to the 30-year 
. old regime which is one of the 
most-stable in Africa. FW fit 
any of the opposition leaders 
are known outside the capital, 
AK fi^ n y , t tw ogh since use lut- 
ing - of the ban on political paa> 
ties they have received cover- 
age in the state-owned press. 

However, their legalisation 
has come at a time when, at 
the age of 84, Mr Ho utftoart* 
Bodgny is about to retire. Who* 
ever replaces him as leader of 
the Democratic Party wDl find 
him an extremely diffic ult act 
to follow. 

- The succession has long- 
been. a taboo subject with the 

result that few of the Demo- 
cratic party's leading members * 
have been allowed to develop 
the popular appeal of the Presi- 
dent — a fector which mayput 
all potential candidates from 


'footing whan the campaign 
starts. ta earnest. 


Optimistic Kashmir governor holds firm to Delhi line 


By David Housego in Srinagar 


IN THE - atmosphere of 
bitterness and four that domi- 
nates the Kashmir Valley, Mr 
Jagmohan, the governor of the 
state. Is one of the few men to 
project a note of .optimism cm 
India’s troubled northern terri- 
tory. 

The Situation Is "definitely 
improving," he said fn an inter- 
view. "We- are better equipped 
to handle it and we have fee 
upper hand. . . . our assess- 
ment Is that nmlnaa something 
massive happens, like large- 
scale Infiltration from Pakis- 
tan, we will be able to contain 
it” 

Mr Jagmohan, who was also 
governor of Janiimi anri Kash- 
mir in the mid-1980s, took over 


fix- a second term in January 
when the state was brought 
under direct rule from New. 
Delhi. 

Since then; he has shoul- 
dered the Intense unpopularity 
of the long spells of curfew in 
tbe-maJor towns of the Valley 
and of - the often . brutal 
house-to-house searches car- 
ried oto by tlm security forces. 

As signs of i mp rov em ent, Mr 
Jagmohan cites the recent 
relaxation of curfew in Srina- 
gar for much of the day, the 
Hhift of the. administration last 
week -.albeit under heavy 
escort — to Srinagar, the.sum- 
mer capital, the arrest of lead- 
ing mf B tanta and fha proposed 
opening -next week of high 


, ‘ Mr Jagmabah, who resists 
pressures from Mr George Fer- 
nandes; 'Minister, for Kashmir 
Affairs In New Delhi, for time 
rapid moves towards a political 
dialogue; has no doubt that he r 
has the abflitiea to match the 
magnttade of task before ; 
him. \ .- r - K v' :■<?: 

. He says of Mwmnlft *T was 
the best civil servant the court , 
try produced. I -was so good 
they wanted me to become a, ; 

' Geirtral Minister.” 

He says he is the only man - 
to have served two terms as 


Lt-Goviamor of Delhi — part of 
tiie -time -during Vn indlra 


tiie time -during 'Mrs itiUn 
Gandhi's controversial. emer- 
gency rule. 


An w iS i i ri iig . SIWfaiBy n y ho 

sees ftiktiie "riefomdrete" <tf 

rawif^m IpilUnp hy wtflthiwte 

which draws out the heavy 
Hand oT^ie security forces. - 
“Every time we restore mm- 
toai conaitions, the«e people 
fey toxHstxubit^hesays. “Oux 
: position is thafctaBB'havB .to 
we 'have: 

been, doing with tha hardcore 
terrorists. Once ^tisat Ik . done, 
we can resnove.^he {seetedty) 

forces: ^',;, , -v_ .- 

the security forces. He says: 
“In some cases they nipt 
have over-reacted. They ate 
under stress-" 

Mr Jagmohan holds oat m 


hope of amendments to the 
Indian constitution to meet 
Kashmiri aspirations for 

prrinte r jwrt rtwnimv . 

He sees a “fair and just sys- 
tem. of administration* and 
development .programmes 
geared to the needs of the oam- 
xaoH ettfaen as “solving tiie 
problem, to: a very large. 

Hia own belief is that the 
priority rixkdd be to eliminate 
what he fldh .tiie " te rro ris t s" 
gpd'TOnfintf riemmits.” 

Once peace has returned and ' 
peode are no lcnmm: fright* 
■enttl, dedkorconU he held. 
Bat he BOgRests no' timetable 
for the ana to the; Kashmir • 
-nightmare. 
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Not many airlines are as technologlcalty ri^oitHB^trdrijngprogrami been able to Improve upon Ihough. Our 

advanced as Iberia. ' That musfatio be why olher mqior European hostesses’ smites: ThefrwwfiiftandhosDHalfivls 

Ml have probabty noticed it in Iberia* red airlines rely on Iberia to maintain and service absokitetynaluial. 

time; computerised sales and reservationssystem, fheirplanes. -Right from the heart. MS& B &MFb gA 

and In our Impeccable service All the result of Therefc still one thing our technology hasn't 
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Until now, cellphones hava been 


mors of a ssll than a phona. 

Happily, Cellnetaremalcingsure 
cellphones get a; better recaption.. 

Since January, we've increased 
our channel capacity by over 60%. 

And channels aren't our only 
investment. £4,000,000is quite a 
commitmentforanybusiness.Sowe 
committed it every week;in.1989. 

And well be Investing even more 
throughout 1990. 


It means, among other things, 
that we have- unrivalled coverage of 
the UK. 

If someone using a cellphone 
wanted to-call you from the Channel 
Islands right now, they could only 
do itrthrough the- Cellnet system. 

Funnily enough, if you wanted 
to speak to someone in or around 
London, you'd also-be better off with 


Cell net. Our network has improved 
to such a degree. 

If you'd like more information 
on Cellnet, please write to Cellnet 
IM91, Brunei Way, Slough, SL1 1XL. 
Or phone free on 0800 424323 



Backed by British Telecom 














US COMMISSION REPORT ON LOCKERBIE 


FAA faces uphill 
battle to assert 


Report urges overhaul of security 


By Lionel Berber in Washington 


its regulatory role 


By Roderick Oram in New York 


UNDER Intense pressure from 
passengers, politicians and air- 
lines since the Lockerbie disas- 
ter, the Federal Aviation. 
Adminis tration has struggled 
to fulfil its role as the US regu- 
latory agen cy c harged with 
aviation security. 

The uphill battle to balance 
competing interests has 
already c laimed one casualty 
in the FAA and more could 
follow In the wake of the criti- 
cal report from the presidential 
commission. 

Last week, Mr Raymond Sal- 
azar, the FAA’s directo r of civ il 
aviation security, was given a 
new Job as head of the agency's 
managemen t training centre in 
Florida. 

Confusion and controversy 
over programmes he ran had 
grown after Lockerbie. Two 
groups of victims’ families had 
called repeatedly for his dis- 
missal. 

Within days of the Lockerbie 
disaster, the FAA had rushed 
out a long list of new safety 
requirements US airlines had 
to implement abroad. The FAA 
has no power to order foreign 
carriers to use the procedures 
for flights coming into the US. 

Among its requirements, the 
FAA ordered that all bags 
bound for the US had to be 
X-rayed or hand searched; cer- 
tain passengers who met high 
risk criteria had to be searched 
more thoroughly; all US air- 
craft at foreign airports had to 
be under observation at all 
times by at least one guard; 
and cleaners, hag gaga handlers 
and other people servicing air- 
craft had to be carefully 
screened and kept under dose 
observation while they worked. 

Although US airlines con- 
sider security a paramount 
issue, they are disturbed by the 
cost of the measures and the 
inconvenience they cause. 

The Air Transport Associa- 
tion, the trade group for IRS 
airlines, said the its members 


spent about SSOQm a year on 
security before Lockerbie. It 
says the costs have risen 
sharply since then, but it has 
no accurate information about 
by how much. 

Fan Am said yesterday it 
spent 225m in 1388 on security 
but the cost jumped to 360m in 
the year after Lockerbie. But 
the cost In lost business is 
probably high er . The US air- 
line industry has been most 
upset about the FAA’s require- 
ments to install expensive, 
cumbersome and unreliable 
equipment that can detect plas- 
tic explosives and other types 
of bombs In baggage. 

Called Thermal Neutron 
Analysis equip- 

ment is still in its testing 
stages. The President’s Com- 
mission recommended yester- 
day that the FAA defer the 
TNA programme until better 
equipment can be devised. 

A TNA wiflrfrinfl fnrtflllftri by 
the FAA at Trans World Air- 
lines terminal at New York’s 
Kennedy airport was tested by 
the Presidential Commission. 

For the first time in nearly a 
year of experimental use by 
the FAA the machine was 
tested with real explosives in 
bags passing through it It 
detected the minimnm quan- 
tity of explosives re quir ed by 
the FAA, but it foiled repeat- 
edly to detect the much 
mwIlM* quantity Hwnriit to be 
responsible for Lockerbie. 

The FAA. had intended to 
order nmh»nirf^ of TNA 
manhlnps worth aw* at 
some 40 high-risk airports such 
as Kennedy and Miami, but 
mostly outside the US. The 
FAA was to pay for the first 
six and US airlines for the rest 
Gatwick in the UK was to be a 
test site. 

“We thought the TNA 
requirement was ridiculous,* 
said a spokesman for the ATA. 
"Terrorists are not operating 
out of New York and Miami. * 


THE FEDERAL Aviation 
Administration and Pan Am 
yesterday faced sharp criticism 
in a Presidential Commission 
report on the Lockerbie bomb- 
ing. 

The report calls for an over- 
haul of US civil aviation secu- 
rity, declaring that the current 
system is “seriously flawed 
and has foiled to provide the 

prqpCT^ tevg^ t rfigrge ctiQn for 

However, the report con- 
dudes that while the destruc- 
tion of Pan Am Flight 103 may 
have been preventable, it could 
not state with certainty “that 
more rigid application of any 
particular procedure actually 
would have stopped the sabo- 
tage of tiie flight * 

The commission said this 
would have to await the con- 
clusion of the international 
criminal investigation, into 
how the bomb was loaded on 
the plane, which exploded over 
the Scottish village of Locker- 
bie on December 21, 1388, kill- 
ing 270 people. 

In its report to President 
Bush, the commission offered 
more than 60 recommendations 
designed to improve security 
and prevent terrorist attacks, 
and shake up the Federal 
bureaucracy. 

Them infinite possible mili- 
tary strikes against “known 
terrorist enclaves”; delays in 

flip pn w few PTiri mutallatlnn 

of the new thermal neutron, 
analysis m«chiu«»g (TNA) to 
detect plastic explosives on the 
ground that they say need 
improvement; and a State 
Department-sponsored cere- 
mony to show wim ptwMriwn for 
the families whose relatives 
died in midair sabotage. 

While the State Department 
comes under fire for ftuTing to 
res pond In the a fte r m ath of the 

disaster, it is the FAA, the Fed- 
eral body responsible for air 
safety, which is singled out for 
special criticism. 

The report describes the 
-agency as “reactive” and 
aeramaa it of faffing to enforce 
Its own regulations prior to the 
Pan Am bombing and for 
i^wmthg thereafter. 

A key focus of the cammis- 



Veil of secrecy 

surrounds the 
criminal inquiry 


ByJamet Buxton, Scottish Correspondent 

WHATEVER p rogress is being Forensic work 

made lathe criminalinvestigar haveMtahli^wd *£***“ Set* 

SvTtotn the Lockerbie air tax bomb which bJew_im tfca 


Remains of the cockpit Pan Am Flight 103, bombed over Lockerbie on December 1398 


slon’s investigation was the 
FAA regulation, in effect in 
December 1988, that unaccom- 
panied baggage should be car- 
ried only if ft was physically 


Mirmtha before. Pan Am had 
stopped reconciling or search- 
ing “interline bags” (luggage 
which is transferred from 
another airline), and bad 
begun simply X-Raying the 


When Pan Am 103 left 
Frankfurt - and again when it 
arrived at He a t h row - no one 
knew whether the aircraft was 
carrying an “interline bag”. 
Records examined by the Com- 
mission “indicate the plane 
might have been carrying such 
a bag”, though the report con- 
cedes that any Semtex plastic 
explosiv e would not have been 
reliably detected by X-Ray. 

Pan Am tnlrt - Hip w m ntedmi 
that it received verbal permis- 
sion from the FAA’s Director 
of Aviation Security to X-Ray 
bags, but the FAA official, who 
Tm« ainflw been transferred, 
denies this. 

The report also focuses on a 
host of "security violations and 


deficiencies” at Pan An’s 
Frankfort statical. More than 

-mrmfhft afhw rnrfcorh ta 

disaster, in June 1969, an FAA 
inspector wrote: “Posture of 
(Pan Am) considered 
all passengers flying out of 
Frankfort an Pan Am are at 
great risk.” After several meet- 
ings and a personnel shake-up 
at Frankfurt, "an securit y vio- 
lations and deficiencies* were 
correct e d. 

“At the next FAA regular 
Ins p ec t ion , Pern Am at Frank- 
furt was rated a model sta- 
tion,” the report adds. . . 

The commission said US air 
aniw at foreign airports ^ 
strengthened security, but for- 
eign governments had foil ed to 
apply matching for 

curlers nnaw their jurisdic- 
tion. “As a result there are sig- 
nificant imbalances.” 

Other commission recom- 
mendations inctudmanew sys- 
tem of federal security manag? 
era at domestic airports run by . 
the FAA; a research, and deveL ' 
opment programme to produce . 
new techniques and equipment 
to detect small amounts of 
plastic explosives (which it 


says fiie TNAmadrfnea camtot 
at m i iaont dot the deration : <jf 
the. FAA security tdfoislont to * 
report directly to the FAA 


The rywmtodan CSflS for 8 

fwtinfwwi s ystem for wanton 
passengers of • credible bomb 
threats which have been 
received, but shifts respanslbfl- 
ity on to tlm .Artmtnfaitmtkm to, 
come . up* with “a nischsrikin!^ 1 
to . consider when and how to 

praviffe wqrf* l yrftfiraitji^ 

“As a jcula,” the report con- 
tiimwi, m ust 

be' universal, to avoid any 
appearance of fa vo u red treat- 
ment of certain indMdnals or 
groups.” 

Finally /the winwi fa^ni rail* 
an toe FAA to work with the 
FBI an a thorough as se ssment 
of . the: current and potential 
threat- to flomrot lc Mr iraMpor - 

faifhm. 

Congress shou ld check the 
criminal record of all airport 
employees; and the US Parcel 
Service should change Us deft-. ' 
nitfon of “seal against inspec- 
tion mail” to ■ riHn 

materials and those parcels 
below a specific weight. . 


WHATEVER progress is bang 
' - TOflifr lathe ** r htiirial investiga- 
tion into the Lockerbie air 
disaster has been, enveloped In 

secrecy for the past five 
TT»nnth« The last time the 
investigators put their heads 
above the parapet was last 
December, just before the first 
an ni v er sary of the tragedy. 

On that occasion Lord Fraser 
of Cannyffie, the Lard Advo- 
cate —the chief law officer of 
Scotland - said that good 
progress -was being mad e bu t 
that wriflwr aixCStS HOT CTfallir 

nal proceedings were immi- 
nent. He announced that a 
. fatal accident inquiry would be 
iwM into the disaster. 

Yesterday Dumfries Gat 
Iow aypoH ce , who are -le ading 
tile investigation with 

help from other potice forces 
and security organisations, 
would not make any co mment 
on the . state of the investiga- 
tion. 

The Scottish Office, mean- 
while, had no news to give on 
plans for the fetal accident 


inquiry.. It is thought that it 
wiH open before the end of the 


win open before the end of the 
year but where, when and how 
it will be 4»udncted axe not 


Mng iBaHimiil , ;> 

The criminal investigation 
has concentrated on members 
of' the Popular Front fix 
liberation of Palestine-General 
Command, a Palestinian splin- 
ter group' which has had back- 
ing frofe Syria. A- key figure is 
thought -to be 'Hafez Dalka- 
monL who is In prison in West 
Germany awaiting trial on 
dmip w flf atfnpHn y US ttiTK- 
tary Installations. 

But -mily one person has 


pan Am Boeing-747 was placed 
ju a Samsonite suitcase next to 
items of clothing manufactured 
in and sold there in 

November 1988. Evidence, in 
the farm of a landing card, sug- 
gests AbuTalb was probably 
St Malta at that time. He has 
dffpwrf any Involvement in the 
hrwwHtng - 

A fatal accident inquiry is 
held in Scotland in certain 
cases of death and can investi- 
gate not only the circum- 
stances of a death but also 
what precautions might have 
been taken to avoid it, and any 
defects in syste ms which con- 
tributed to it. Lord Fraser said 
in December that it m i gh t be 
deferred if there were "develop- 
menis that took us in the direc- 
tion of a criminal prosecution” . 

The decision to hold a fatal 
accident inquiry continues to 
be criticised by relatives of the 
victims of Lockerbie. They say 
that bec ause it could not sit in 
ffrimi w sensitive information 
might be withheld by the Gov- 
eminent on public interest 
grounds, gnd it would, be 
unlikely to take foreign evi- 
dence. The rel a tives’ organisa- 
tions want an independent 
inquiry held in camera which 
would twmmine, among other 
things, the workings of the 
Department of Transport’s air 
security service. 

Last week an out-of-court 
settlement was reached 
between Pan Am and 2S0 Lock- 
erbie residents whose relatives 
were killed or who themselves 
suffered physical or emotional 


as a aspect in fee murder of 
the 270 people who died at 
LOckeride, He is Mohammed 
Ab h JMfo 37 , whit is in prison, 
in $feden' sertfng a life sen- 
tence for a hnmHlwg wnnp n ig n 
in Denmark and ’file Nether- 

' i — J jj — 

tfl lWis 


Ham«g » when the Jet hit the 
town. Eleven people died on 


town. Eleven people died on 
the gro und. 

The settlement is believed to 
be worth about £ 10 m though 
details are being kept secret 
Negotiations on a settlement 
far the 259 people who died in 
tiie aircraft are combining.- 


Brazilians face a firmer squeeze on liquidity 


By John Barham in S£o Paulo 


THE BRAZILIAN Government 
is to further tighten its formi- 
dable squeeze on liquidity by 
cracking down hard on con- 
sumer credit and curtailing the 
banking system's liquid assets. 

Late on Monday night Miss 
Zalia Cardoso de Mello, the 
Economy Minister, said: "We 
judged that it was important to 
adopt these decisions in order 
to proceed with the initial 
objectives of the stabilisation 
plan.” 

Monday’s measures require 
lenders to gradually reduce the 
volume of consumer credit to 
60 per cent of total loans out- 
standing on March ZL 

The regulations also forbid 


interest-bearing current 
accounts, rai» fcnpa an finan- 
cial transactions and restrict 
the use of credit cards. 

The Government has afo o 
published regulations detafljpg 
compulsory acquisition . of 
$7bn-worth of government 
paper by finanrial institutions. 
The securities, called privatisa- 
tion certificates are to be used 
in payment far state companies 
to be sold at privatisation auc- 
tions. 

Business reaction was very 
negative to the move. 

In Sdo Paulo, the stock 
exchange’s, Ibovespa index fell 
10.5 per cent to 12^78 points on 
volume of only 213m. Further- 


more a public opinion pall pub- 
lished in a Sfio Paulo newspa- 
per yesterday suggested that 54 
per emit of the population gave 
support -to the government’s 


This is compared with 81 per 
ffmt shortly their intro- 
duction an March 16. 

In March, the Government 
froae 80 per cent of the money 
supply and introduced a round 
of price and tax increases fat- 
lowed by a month-long wages 
and price freeze. 

However, since then, private 
companies have been able to 
release nearly all their frozen 
atuutht and local governments 
have increased spending 


heavily, which has boosted the 
money supply. . . 

■ Federal police in Brazil yes- 
terday launched a a widescale 
-search for Mr Paulo Mdreni, 
-one of -the Country’s .most., 
prominent businessmen, who 
is suspected of tax evasion. 

Mr Melzoni's Sosa retail 
group, which has the rights to 
use the Sears trade mark in 
Brazil, is accused of evading 
taxes last year by issuing false 
invoices. 

Police allegedly discovered 
false invoices amounting to 
about $50,000 at Susa’s SSo 
Paulo headquarters and 
arrested three executives on 
charges of tax evasion. 


FaH in US 

industrial 

production 


Bush launches Budget talks 


By Pater Ridded, US Editor, to Washington 


By Anthony Harris in 

Washington 


AN'UNEXPECTED 0j 4* per* cent j 
fad in real Industrial produc- 
tion in April was reported by 
the Federal Reserve yesterday. 
This negates earlier figures 
suggesting a m a nufa cturing 
recovery. 

Production rose a revised 05 
par cent in March (previously 
repented as 0.7 par cent), and 
09 per cent in February. 

The April fad was cbm to a 
further drop m output of motor 
vehicles and parts, but thaw 
was little offset. The Fed said 
that e xc l ud i n g motor -ve hicle s 
and parts, industrial produc- 
tion was unchanged in April 
raid has shown little movement 

irinrB Jiinmir y, and the April 

index was only 0J. per cent up 
on tiie same month in 1969. 

Furthermore,' pressure on 
capacity eased sharply. The 
Fed’s Index of capacity utilisa- 
tion fell to 83 par cent, from 
885 per cent in the previous 
month. 


PRESIDENT George Bush 
yesterday formally opened, 
negotiations with congressio- 
nal leaders jrfm prf at producing 
a multiyear- defirit— rednetto n .- 
package Jwniii u/ urninpt Unit TOT 

agreement is likely for several 
weeks or months. • 

Mr Bush personally presided 
over the first session in the 
White House Cabinet Room at. 
winch he set out general goals 
for reducing the deficit, but not 
specific p n p nMln- 
Both the Administration and 
Democratic leaders have been 
circling each other warily in 
tiie past few days, reluctant to 
put forward potentially 'unpo- 


pular proposals and take the 
blame for initiating a tax 


Mr Richard Daman, the 
Budget director, has set a tar- 
get of an initial deficit reduc- 
tion of roughly $50bn for fiscal 
1991 starting this October. 
However, this assumes that tiie 
working capital costs of the 
savings and loan rescue are 
excluded from calculations of 
the Gramm-Rudman law wbich 
requires a reduction in toe def- 


icit to !&bn in 199L Mr Robert 
. Glauber; Treasury under secre- 
tary far wriH 

yesterday it was “pretty dear” 
toaMhe cave-cost of-tee reecue— 
(that is excluding workin g cap- 
ital) would exceed the.-2S0bn 
approved by Congress last - 
year, 

A new official estimate is 
now being prepared by tiie 
Treasury and may be publicly 
announced next Wednesday. 

The main pressure for early 
agreement in the Budget talks ' 
is that otherwise 
across-the-board spending cots, 
known as sequestration, will 
be imposed in October when 
the fiscal year starts. Since 
roughly two-thirds of Federal 
-fmfuMn g, notably wdwl seen- 
my. is exe mpt there could be 
very large cuts elsewhere - of 
13 per cent in the Pentagon 
budget and of 18 per cent in 
domestic prh gnutinwt if the 
total overshoot above the 
Gramm-Rudman target is 
2504m. 

However, Mr Martin Fltxwa- 
ter, the White House spokes- - 
man, has said “itn go on prob- 


ably weeks, if not months. It is 
not the kind of thing where 
anybody expects to run in, 
throw a proposal on the table, 
andvuteon it, aranyfeing like 
that.” 

Democratic leaders have 
approached fee meeting with 
scepticism. Senator George 
Mitchell, the Senate Majority 
leader, S8id a meet many Dem- 
ocrats believed that Mr Bush, 
having realised he must break 
his campaign pledge not to 
raise taxes, was now “looking 
for political cover”. 

Senator Bob Packwood, the 
senior Republican on the Sen- 
ate finance committee, pre- 
dicted yesterday fea t the telks 
might not produce an agree- 
mart until the aid of the year. 
He said any deal would proba- 
bly reduce the fiscal 1991 defi- 
cit by 250b n, with roughly half 
coming from spending cute and 
a half from higher revenues 

Mild 

“I think in December we’ll 
come up with a roe-year soh*- 
turn, not a five-year solution, 
and we will make it with nick- 
els and dimes," he added. 


J.P. Morgan & Co. Incorporated 


£s pleased to announce the appointment 

of the Milan branch of 

Morgan Guaranty Thist Company as a 


Dinkins walks a racial tightrope 

New York’s black mayor is put on the spot, '.writes Martin Dickson 


Primary dealer in Italian government bonds 


The Milan branch of Morgan Guaranty Thist Company 
is a member of the CTE underwriting consortium 


For information, contact 
Fabio Leoni (sales) 

Montano F Nissotti (trading) 
at (39-2) 7S3214 


JPMorgan 
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I T HARDLY looks like a 
racial cause d&bre: outside 
a small, nondescript gro- 
cery store in New York's 
Brooklyn district a group of 
about 80 Mads demonstrators 
— many of than women, and 
most young - stand harangu- 
ing anyone who esters the 
shop. 

Across toe front of the store, 
their backs to the pavement 
displays of fruit, a line of bored 
policem en stand guard in tiie 
warm afternoon sun. Nearby, a 
group of four black teenage . 
girls perform a quick song-' 
and-dance routine. 

Yet tola is the epicentre of 
cine of two racial incidents 
which are obsessing New York 
— or at least its politicians and 
press - and creating a chal- 
lenge for Mr David Dinkins, 
who last autumn was elected 
the city's first black mayor. 

Indeed, Mr Dinkins felt it 
necessary last Friday to deliver 
an unusual speech at short - 
notice to assembled 
at City Hall appealing for 
raci al unit y, dec laring he 
.would do whatever was neoes* 1 
sary to maintain, public, order 
and safety. 

The inci dent at the foodstore 
seems, trivial in itself, but it is ■ 
indicative of New York’s 
tension that ft has blown un 
like this. - 

The shop is owned by Kor- 
ean-Americans and located in 
the black flatbush section of 
Brooklyn. Blacks have been 
mounting a four-month boycott 
of this and another Korean 
shop, alleging . that staff 
assa u l t ed a black woman cus- 
tomer. 

The protesters say they are 


TH wIhw- man hi flip mlddto 


not anttKoraan, yet the case is 
being seal as an example of 
the economic friction, between 
poor black Americans and suc- 
cessful Aslan frnnrtgrantg And 

publicity may be breeding Imi- 
tation: last weekend, a few 
streets .from tiie food store, a 
group of Vietnamese were 
assaulted by a gang of black 
youths, although police are 
undecided about the motives 
behind ibis attack. 

The second incident foelHng 
the tension is far more serious: 
One night last summer a 1&- 
yeanold black youth, ’ Yusuf 
Hawkins, entered- a predomi- 
nantly white Bafian-Amprican 
neighbourhood' of Brooklyn, • 
called Bensonhurst, with three 
friends. They woe pursued by 
a group of about 40 white 
youths and Yusuf was shot 


■The minder was seized on at 
to? to™ as an appalling exam- 
ple of - deteriorating race rela- 


tions and Mr Dinkins Wmaoif, 
then running for office, inti- 
mated that he could i m pr o ve 
matters when he declared fert 
“the tone and rfiwuite of eii« 
city does get set at City Hall”. 

* Two youths have been stand- 
' tog trialfor the murder and for 
the post few days juries, have 
been agonising over their ver- 
dicts m a Brooklyn court 
house:. Outside, Mack demon- 
strators, who have physically 
• assaulted one of tiie defence 
lawyers, ;demand guilty ver- 
diets* . 

“CMt Rights or CMk War** 
declared one of their banners, 
while black activist the Rev AI 
Sharptan, said that anything 
less. than a. murder verdict 
would be “lighting a match to 
ton end of a powdetkeg and 
telling us to burn the town 
down . Bensonhurst, an area - 
ef neatly kept blue-collar and 
lower-middle class terraced 
homes, is. waiting nervously. 

Mr Dinkins, who roundly 
condemned both Mr Sharpton 
ami toe press for giving promi- 
nence to his comments is 
walking a tightrope. He wm. 
-to office amid sane optimism 
that he might ease the racial 
tensi ons which, have been 
■ made worse in recant years by 
a drags endemic and an eco- 
HP Pd c crisis and he has fn ^a 
hfe administration with a care- 
fully balanced cross section of 
toe races. 

But his m a nne r of running 
toe cfly, in a distinctly low-W 
®? n fra8tod sharply 
with that of his predecessor 
toaflamhopnt mayw-Edward 
Kocn. This prompted com- 
plaints - Including one from a 
Judge involved in the food 


store case - that he was too 
low key on racial matters, and 
should be maWwp q s tand. 

Mr Koch turned the knife too 
by declaring that if he were 
stiu mayor he would have gone 
to the Korean grocery and 
- bought up a week's supplies. 

Mr Dinkins responded with a 
carefully balanced speeeh on 

fttlay. canfedlta «Sevi- 

sion from a p acked council 
chamber. He condemned the 
Korean boycott and dwr-larwi 
hi ms elf ready tn mwHulw tn the 
dispute. He said the Yusuf 
Hawkins murder was a hateful 
crime but all of Bensonhurst 
aid not commit it and he 
warned that “predictions of 
violence and anger to be 
self-fulfilling". 

‘Ito speech won considerable 
p raise from white 
— even Mr Koch — moder- 
ate black leaders, though one 
civfl rights lawyer, Mr C Vos 
non Mason, declared that Mr . 
Dinkins had “bashed black 
people. . . . He ain't got i» Afri- 
can left in him.” 

But whether the mayor .can 
eua? the frictions Is' another 
“fwer. His attempts tomefr 
ate at tiie grocery store hare 
*en rebuffed, while the rsec- 
tom of the. crowd to the Ben- 
®enhnist verdict is anybody’s 


"City on the Edge,* 
screamed the headline in the 
popular Newsday fehfofd new® 1 
Paper, next to unsubtly juste* 
posed pictures of the Manhat- 
tan skyline and a mettaeinS 
torch flame. Two inddeats 
j™jy make a conflagration* 
out this summer could prove a 
Ufhcate one for race relations 
m New York. 
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Government 
asks If cull 
is answer to 

cow disease 

By BrVdsot Blodm, ciay •. 
Harris and Alteon Smith' ' 

GOVERNMENT scientific 
adviserevrexe yesterday asked 
to look i at the; evidence on 
“mad cow disease” and to rec- 
ommend whetberealvesbom 
to cow^siifferinK from the dis- 
order should be slaughtered. 

The move was annomicd by 
Mr John ft ia m wi* . Minister of 
Agriculture and Food, as aav- 
era! focal adnCBtinw anthnHHog 

removed some British, beef 
products from school menus. 

The National Federation of 
Bleat Traders, an association of 
independent retail butchers, 

reported that its members had 

received a sadden surge erf pub- 
lic inquiries about bovine spon- 


Officials to draw up cuts during moratorium 


Defence spending frozen 
as inflation hits budget 


BRITAIN IN 


J3y (%ariasi«aKibeator.andI>avtoWhlt 0 




no conclusive evidence yet 
that beef sales were suffering. 

Mr Gtnnmer said he had 
asked ■ an expert committee 
under Dr David Tyrrell at the 
Medical Research Council to 
look at whether It would be a 
sensible to cull calves bom to 
BSE-infected cowa. 

The . National Consumer 
Council said ft was not satis- 
fied with Me Gammer’s stance, 
urging him to err on the side of 
caution. The Government- 
funded body and. the National 
Farmers Union are trying to 
agree cm a common policy. ' 


THE UK Dejrace Secretary, Mr 
Tam King, has ordered a freeze 
on . procurement and civilian 
ww oitimwit at ti» Ministry of 
Def enep as officials draw up 
wide-ranging plans to cut 
spending *■ 

The Ministry’s spending, 
plans have been thrown into 

by hi ghw' than ejpec- 
ted inflation which has cut 
into the badge! . .. 

. Sr Peter .Xnessew- ihe Minis- 
try's chief of defence procure- 
ment told defence related trade 
aaeoagtAona Pun t tWny that rm 
new contracts would be placed 
for the next five to six weeks to 

foi^short— term cuts 
£3SQm this year. 

Industry executives believe 
the final cost savings could be 
much, higher, if iimation con- 
tinues at current tevels. 

MoD effldate said that top 
priority national and Interna- 
tional programmes would not 
be affected, however spending 
cm spares and replacement of 
non-essential equip m e n t will 
be cutback after this six-week 
( Hhpwwt an proc u rement. 

Deffmce . ccrntractora had : 
already been complaining 
about the MOD'S ■ contracts 
branch delaying making pay- 
ments on programmes, in . 


recent months. 

The bulk of the cuts are 
expected to be made in equip- 
ment purchases for which a 
budge t of £8-3bn was set for the 
current financial year, out of a 
total defence provision of 
. fliJhv. . 

The cost cutting drive is 
likely to le ave large defence 
contractors such as the Gen- 
eral Electric Company largely 
unscathed hut it could seri- 
ously affect many smaTw sup. 
pliers. 

The move will ad d to fears 
that industry's output will con- 
tinue to sag during the year. 
Despite the long— team uncer- 
tainty over defence spending 
the defence related sectors 
were expected to escape the 
dower growth which is affect- 
ing consumer related sectors 
which have been hit by hi g ti 
interest rates. 

The Mod’s move comes as 
British Telecom, one of the 
largest private sector inves- 
tors, is cutting orders from 
some suppliers to restrain the 
growth of its procurement bud- 
get. 

Mr Brian Lowe, the director 
general of the Defence Maim- 
facturers Association, one of 
the associations called to the 
meeting described the morato- 


rium as “one more blow on the 
back of industry." 

He added: “it is probably 
small beer compared with what 
is to follow.” 

The search for savings is 
separate from the wide ranging 
review of defence needs, bring 
carried out by the MoD’s cen- 
tral military staffs and its 
Office of Management and 
Budget, in the light of the 
political changes in eastern 
Europe. However the spearing 
freeze is the dea rest signal yet 
of the mounting pressures on 
defence spending. 

Mr lQng told the House of 
Comm ons defence committee 
two weeks ago at the need to 
find £350m worth of savings to 
fit the 1990-91 defence plans 
within the budget targets. 

The Ministry's provisional 
£22.4bn budget fin: the 1991-92 
financial year is expected to 
fece a. sustained chwifongR in 
th«> forthcoming round of pub- 
lic w pwwti tn w * nego tiations 

The M6D has imposed spend- . 
ing freezes before, most nota- 
bly In 1982, it exhausted its 
Spending targets towards the 
end of the financial year. This 
is thought to be the first hwm» 
the Ministry has imposed a 
freeze so eariy in the year. 



Night news 
from Stock 
Exchange 

The Stock Exchange is 
planning to broadcast 
information about major 
shareholdings in quoted 


night, in an attempt to avoid 
clogging up its company 
announcemente system at the 
beginning of next mouth. 

The exchange's problem 
stems from the change in the 
law from 31 May which will 
require investors to disclose 
stakes in quoted companies 
erf over 3 per cent, compared 
with the c nr i un fc dlwhwmv 


Small airlines face failing demand and increased costs 

Britannia braced for package tour slump 


By David Churchill and Paul Abr ahams 


BRITANNIA AIRWAYS, the 
charter* airline ■ subsidiary of 
tiie Thomson Travel group. ii» 
today expected to announce a 
substantial re-structuring of 
the airline, including' some 
redundancies and possibly sale 
of aircraft.- • 

The move comes after the 
slump in package tour book- 
ings this summer which im> 
seen the market decline by 20 
pex cent overall. Thomson Hol- 
idays has already cut lm holi- 
days from its planned capacity 
for thin arnimw , and yesterday 
announced that it was not 
planning to increase the num- 
ber at holidays on sale next 
winter. 


Britannia's Matt and. trade 
unions are due to be told of the 
changes later today. Trade 
sources suggest that Job losses 
1 seem hMwitalde. 

Mr Roger Burnell, managing 
director * of Britannia, con- 
firmed yesterday that staff 
meetings were being held 
today “to teQ them the results 
of a six-month review of our 
operations.” 

However, Mr Burnell 
declined to give any further 


Tbeexpect^aimtMmctsnent 
provides an indication of the 
situation now facing the 
miMltor TMHdi fl hfliwii Britan- 
nia should have been protected 


from the worst of the down- 
turn in the charter holiday 
market because of its associa- 
tion with Thomson Holidays. 

Other aiitiiMg, without 
links with holiday operators, 
are more exposed to failing 
demand and mrr enshw costs. 
Three British nfrifaM, tMHah 
Island Airways, Paramount 
Airways and Novair, owned by 
the Organisation, have 
recently ceased trading. 

B r ita nn i a is the UK'S la rge st 
eharter airline with 29 per cent 
of the charter market, followed 
by Dan-Air with 17.3 per cent 
market share. Last year it 
transported some 7m Britons 
to overseas holiday destina- 


tions. 

The company has already 
responded to the market slump 
by selling three of these older 
737-200 series aircraft and not 
renewing the lease an a farther 
a i rcraf t 

Thomson, meanwhile, said it 
planned to offer for sale some 

750,000 holidays next winter, 
about the same as it sold this 
year, and 150X00 fewer than It 
sold in tiie w in ter of 1988-89. 

Prices to mainland Spain for 
next winter, however, are set 
to rise by between 13 and 14 
per cent as a result of rising 
costs and changes in the rate 
of exchange between the Span- 
ish peseta and Sterling. 


between 3 and 5 per cent will 
be reported to the exchange 
in the first few days of Jane. 
It expects to receive 
2JSOO-&0OO announcements 
a day over a period of three 
days or so - ten times the 
usual number of company 
announcements fuMtofaed 
—eh day and 100 times the 
mil n umber of ri gnlflcnnt 
share stakes. 


Sheffield makes 
its mark 

RhgffteliT g unrimt Com pany 

of Cutlers is this week 

laimMOriii gdw S totWaW mark, 

buflding on the city's 
longstanding right — wwl<p > 
among British cities - to use 
its own name as a trade mark. 

The new mark has 
"Sheffield" printed across a 
stylised wheatsheaf - (me of 
tiie city’s heraldic symbols — 
with swurds and crossed 
arrows. 


The name of Shriflelfl has 
been legally a trade mark far 
metal goods made In the city 
since 192ft. 


Heathrow plan 
aborted 

Proposals to extend Heathrow 

airport's operating hours and 


rejected by the Government 
for environmental reasons. 

The measures would have 
Increased capacity at tiie 
airport which last year 
handled 355,100 landings and 
take-offs. Using present 
operating procedures, the 
airport Is nearly fulL 


Storehouse 

redundancies 

The Storehouse group's BBS 
retail chain, formerly known 
as British Homes Stores, 
announced 900 redundancies 
among its managerial staff 
following an in-depth, review 
of the store’s trading 
performance. 

The job losses were higher 
than expected although the 
company dented it was a direct 
result or the present down-turn 
in spending in the shops. 


Food spending 
will decline 

Food will not escape a general 
slowdown In consumer 
spending, despite the sector's 
reputation of being less 
vulnerable to economic cycles, 
acc ordi ng to a stndy pu bli s h e d 
today. 

Chartexhouse, the merchant 
hank, expects virtually no 


weaknesses of the 
government's policy of 
encouraging private industry 
to accept the main 
responsibility far training. 


Ulster funeral 
for cardinal 

Irish Premier Charles 
Haughey, President Dr Patrick 
HUlery, landing pn llHriwni 
and members of the judiciary, 
attended the funeral in 
Armagh Cathedral of Cardinal 
Tomas O Flaich. the leader 
of Ireland’s Catholics. 

The 66-year -old nwdinai, 
the Primate of AH Ireland, 
died of a heart attack on 
Tuesday night while leading 
a pilgrimage to Lourdes. 


P" 



this year compared with 1989, 
but predicts a healthy 
recovery in 1991 and 1992. 

Workforce 

discontent 

An overwhelming majority 
of employers in London’s 
docklands, the new 
development in the heart of 
the dty core, are dissatisfied 
with the qualifications of the 
local workforce, but very few 
are doing anything about it, 
according to a survey, 
commissioned by the London 
Docklands Development 
Corporation. 

Mr Alan Benjamin, a board 
member of the UlDC, said th«* 
the survey paints up the 


Card mol Thm a w Q Fiaich 


Scottish housing 
needs solution 

Mr Mnlrolm BifMnrt, the 

Scottish Secretary, called on 
the private sector to help the 
government solve the problems 
of poor housing and high 
unemployment on Scotland’s 
deprived bousing estates. 

Housing estates on the 
periphery of Scottish cities 
and big towns, present 


of quality in hmwing ami the 
level of social facilities. 


The European 
sells well 

The first issue of Mr Robert 
Maxwell's new pan-European 
weekly newspaper. The 
European, appears to have 
sold better than most analysts 
expected. 

PreUndnary trade estimates 
suggest that the newspaper 
sou around 650,000 ont of a 
print run of l. lm. Around 


500,000 copies were sold in 
the UK and a further 150,000 
were sold in Europe. 1 


The price 
of burial 

A “basic funeral'’ will no 
longer include embalming or 
the provision of a car for the 
next of kin. The changes 
follows a critical report on 
funerals last year by the Office 
of Fair Trading. 

Sir Gordon Borrie, director 
general of the OFT, welcomed 
the revised code but expressed 
regret that funeral directors 
hid not moved further to 
itemise charges made to 
customers. 


Plastics group 
expands 

Brett Martin, the Ulster-based 
p lncHrs manufacturer, 

annnnupp ri nil film expansion 

plan backed by the Industrial 
Development Board for 
No rth ern Ireland. 

The company, one of 
Europe’s leading 
manufacturers erf plastic 
sheeting and drainage 
systems, plans to create 80 
new Jobs over the next five 
years, taking the workforce 
to over 200. 


Oil sUck 
threatens coast 

Anti-pollution teams were on 
alert last night as winds blew 
an oil slick towards miles of 
holiday beaches off the South 
Devon coast. 

The slick was caused after 

1,000 tons of crude oil leaked 
from the 274^71-ton 
Lfberian-registered 
supertanker Rosebay after she 
collided with the 
Brtxham-based trawler Dianne 
Marie on Saturday. 

UK ^58) 


Devon 


Ptymoutfi 


Torbay 
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BUSINESS PEOPLE ARE LAUGHING 
ALL THE WAY TO THE BANK IN... 


Why your tusiness should have a Samsung 
personal fax. Explained in one line. 
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mokes it happen 





A Samsung personal fax is also a personal copier and telephone, so it plugs straight into 
yotrr eririing r pbone line, Tkat means there's no connection lee lor a dedicated fax line and no second 
plxone line rental charges. 

These considerations, plus a price tag of just £599* makes tLe Sams ung SF2010 tlxe ideal first 
fax for a cost-con scions small business. 

If you’re a Director in a large company, you’ll see tiie benefit of a Samsung personal fax 
too. Namely confidentiality. Your own fax, on your own desk m e an s tbat unlike tbe office fax, tkere’s 
no queue of nosy people to surreptitiously read your confidential documents . 

"Wjbetker it’s used »n bigf business or small business, tbe Samsung SF2010 does tbe business. 
Just check *k«» list of features below’. For more details simply fill in tbe coupon. We’ll be bappy to 
explain, tbe benefits of our fax in more tba!n one line. 

□ One touch dialling (12 locations), two touch dialling (99 locations), for either facsimile 
or pbone functions O .Automatic redial or delayed autodia l . □ 16 levels of grey scale for clarity 
n Automatic document feeder with 5 document capacity D Daily/bkh-y/M-ixltiple/ Security Polling. 

*Eko. VAT 
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Car makers face cartel claims 

Motor industry 
faces backlash 


over fleet prices 


By John Griffiths 

PEUGEOT Talbot joined the 
latest round of UK price rises 
yesterday, amid signs of a 
mounting backlash by major 
fleet customers against the 
industry’s pricing policies. 

Fleet managers of several 
large companies, responding to 
soundings taken by the special- 
ist fleet management publica- 
tion, Fleet News, have accused 
the twain UK-based manufac- 
turers of operating a pricing 
cartel • a claim vigorously dis- 
puted by the manufacturers 
themselves. 

Further fuel has been added 
to the controversy by the 
announcement last week that 
the Monopolies and Mergers 
Commission is to investigate 
consumer groups’ allegations 
that new car prices in the UK 
are uupistifiably higher than 
elsewhere within Europe. 

The increases announced by 
Peugeot Talbot yesterday, 
averaging 2A per cent, are the 
lowest of the increases 
announced by major manufac- 
turers in the latest pricing 
round. 

They compare with previ- 


ously -announced rises of &9 
per cent by Ford, the UK mar- 
ket leader; 3.8 per cent by 
Rover Group and 3J3 per cent 
by VauxhalL 

The price increases are the 
second this year. They have 
brought market leader Ford’s 
to a cumulative average of 8.47 
per cent, with most other man- 
ufacturers also over 8 per cent 

An August price increase is 
also an entrenched part of UK 
pricing patterns. However, a 
third Increase is likely to meet 
stiff fleet opposition this year. 
Mr Fre ddie Aldous, chairman 
of TSB-owned Swan National, 
the vehicle distribution, leas- 
ing and rental group, has 
already called for fleet and pri- 
vate buyers to “vote with their 
feet" by buying their vehicles 
on the Continent after the sin- 
gle EC market becomes effec- 
tive in 1993. 

Ford and other leading man- 
ufacturers, however, are 
defending the price increases 
on the grounds of increase 
costs in the UK, with Ford in 
pa rHr-ntai- Warming a pay risft 
of more than 10 per cent 


British industry watches the cloud on the horizon 

Charles Leadbeater looks at the dampening effects of the slowdown in demand in the UK economy 


T he prospect of an his- 
toric steel plant being 
rased to the ground had 
an eery echo of the early 1980s 
to it The gathering slowdown 
in the British economy this 
week apparently claimed its 
most significant victim with 
the decision to close the 
Brymbo steelworks in Wrex- 
ham, with the loss of 1,125 jobs. 

The plant, owned by United 
Engineering Steels, has been 
hit by rising costs for iron ore, 
electricity and wages, as the 
dampening effects of higher 
interest rates have worked 
their way through to suppliers 
from retailers and manufactur- 
ers. 

About 30 per cent of UES* 
output goes to the car indus- 
try. Car sales have fallen In six 
of the last seven months. In 
April they fell by 12.7 per cent 
compared with a year earlier. 

A further 31 per cent of UES* 
output goes to commercial 
vehicle and tractor makers. 

Commerical vehicle mIpc axe 
20 per cent down on last year. 

Are more closures on the 
scale of Brymbo likely ? 

Outright closures are only 
likely at M i i w n dy vulnerable 
plants. Brymbo has long been 

considered a mar ginal plant it 

was vulnerable to a downturn 
because it had only limited 
Investment in the last few 
years. Booming growth 
between 1987 and 1889 was like 
a Wfo support machine. 


Lower growth in 1990 may 
cast a shadow over other 
plants which were reprieved 
through higher growth. But 
most of industry is engagad in 
judicious pruning rather tfwn 
savage cost cutting in the hope 
that as Autumn arrives so win 
the first signs of renewed 
growth in 199L 

The picture is extremely 
mixed, even in steel indus- 
try. Britidi Steel daniaa there 
is any doubt about the future 
of Ravenscraig - its Scottish 
plant which is considered most 
vulnerable. 

Steel output, which rose in 
April to 384,000 tonnes a week, 
from 37L000 tonnes in March, 
was marginally up on April 
1989. 

A similar picture emerges 
from other industries. 

Ford’s profits slumped by 28 
per cent, but Puegeot and 
Vanxhall have declared record 
results. 

GKN, the engineering group, 
regarded as one of the stron- 
gest British manufacturing 
companies issued a dramatic 
profits warning but others 
such as Luc as , TM I arid Turner 
and Newall have more mod- 
estly said they will be tighten- 
ing their belts. 

At the beginning of the year 
Id warned it was cutting costs 
with the prospect of UK 
demand falling by about 10 per 
rent , yet this m onth it turned 
in profits well above City 



JOB LOSSES IN UK MANUFACTURING" 




1987 - 

.1988 

1988 

Q1 

Q2 

03 

04 

1990 

Q1 

Metal goods 

2.043 - 

2£38 

520 

478 

- 631 

711 

536 

Mechanical engineering 
Office machinery a data 

16,127 

8,163 

1,968 

2,068 

1,652 

2,477 

2,033 

processing equipment 
Electrical & electronic 

• 410 

1.574 

590 

669 

‘ 295 

12 

0 

engineering 

6,000 

■ ■ 7,563 

1,550 

2^84 

1,895 

1.834 

1,689 

Motor vehicles 

1.517 

2,190 

482 

512 

380 

806 

469 

Other transport equipment 

5,200 

3,737 

2£0S 

682 

429 

118 

606 

Instrument engineering 

505 

.1,014 

235 

323 

259 

197 

215 

Total 

32.602 

26£79 

7.869 , 

7.014 

5,541 

6,155 

5,748 

^CodA’flicd ndandwte*** 






Soma? Employment OuM 


expectations. 

A report by Cambridge econ- 
ometrics published earlier this 
week forecast mechanical engi- 
neering would reap the gloomy 
rewards of under investment 
through the mid-1980s, with 
output growth falling to &5 per 
cent from 8£ per cent. 

But instrument en gineering 
is set to grow by 4.7 per emit 
this year, up from 4 per cent in 
1989 and after lower growth 
this year electronics output is 
expected to grow by 5A per 
cent next year and 7.8 per cent 
in 1992. 

Mr Nigel Chubb, director of 
the Engineering Employers 
East Midlands Association 
summed up the prevailing 
mood among his member com- 


panies : “They are not making 
any dramatic moves yet. The 
crunch may come at the end of 
the year. They are hoping that 
by t he autumn there will be 
first signs of a relaxation of 
int e re st rates and a lAMpriTii g 
of pay pres su re." 

Industry is cautiously cut- 
ting costs without outright clo- 
sures or large scale redundan- 
cies. 

The slowdown is not 
reflected in figures for redun- 
dancies. Companies do not 
want to loose scarce skulled 
staff, which have been through 
expensive training pro- 
grammes, only to .atte mpt to 
recruit them again if growth 
picks in 199L 

fir the first quarter of last 


year, there were about 2,000 
more redundancies in the 
metal goods, engineering and 
vehicle industries than the 
5,748 in the first three months 
of this year. There were about 
3,000 redundancies in the 
motor industry and other 
transport equipment sectors in 
the first quarter last year, com- 
pared with just over 1,000 this 
year. 

Rather than seek redundan- 
cies companies are freezing 

recruitment and nrfng labour 

turnover to adjust- manpower 
levels. The number of vacan- 
cies registered at JobCentres 

baa fallen to about 2144)00 a 
month from about 230,000 at 
the start of last year. The num- 
ber of unfilled veanries fell in 


March to 195,000 from about 
224.000 last year. 

The quiet cost cutting which 
is going on is reflected hv pat- 
terns of working time. Over- 
time has fallen from the peak 
of 14.98m hours it reacbed in 
December 1988 to z£56m this 
February. However close to 37 
per cent of manufacturing 
workers are still working an. 
average of 9-1 hours of over* 
time a week, which is compara- 
ble to the figures readied in 
1985 to 1987. . 

Perhaps the most significant 
sign that a slowdown is 
starting to eat into industry is 
that short-time working is 
becoming more common. The 
average number of hours lost 
per month, through workers 
being laid off for the whole 

l, h„. Jean fWnn as nm In 


year. 

About 293,000 hours were 
lost in February through work- 
ers being laid being laid off for 
part of the week, . more than 
double the rate in 1988. 

Nevertheless short-time 
working only affected 1.1 per 
cent of the manufacturing 
workforce. 

This sort of cost cutting is a 
change in direction for indus- 
try, but as yet it merely marks 
a return to the levels of activ- 
ity common in the mid-1980s. A 
sharp slowdown may still be 
on the horizon, but the horizon 
keeps receding. 
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CLEAN LIVING 
FROM COAL. 



^A^tum on the lights. We make the toast; boil a kettle or watch TV. Each 
day and night we have instant; invisible power at our fingertips. We hardly think 
about it 

And if we take electricity forgranted, do we ever think at all about the fud 
that provides most of it? 

Maybe we should 

You'd be surprised just how much cleaner coal bu rning is today. 

The latest coal-fired power stations throughout the world aren't just more 
efficient, they can eliminate 90% of sulphur emissions. An extensive programme of 
installing this technology (called flue gas desulphurisation] in British power 
stations has now started 

Wsrid-wide, coal-fired power stations contribute only about 7% to 
greenhouse gases, while generating at least 40% of the world’s electricity supply 
(both figures are from OECD statistics). 


In Britain coal produces over three quarters of our electricity. 

Advances in combustion technology are impressive, promising us 20% 
more electricity from the same amount of coal, reducing emissions still further. 

The recent interim deal with the generators means British Coal will 
absorb all normal inflation, continuing to cut the real cost of coal to power stations 
over the next three years. Looking further ahead long term contracts between 
British Coal and the electricity industry would guarantee 
prices well into the future. 

All of which means that modem coal will be able 
to generate electricity safely, cheaply and more cleanly for 
years to come. 

For more information write to British Coal 
Marketing Department, Hobart House; Grosvenor Place, 

London, SW1X 7AE, or ring 071-235 2020. 


WAKE UP TO THE 
NEW AGE OF 


COAL 


Labour will 
‘not raise’ 
income tax 

By Michael Cassell, 

Political Correspondent 

THE overwhelming majority of 
wage-earners will not pay 
higher income tax to help 
fhwmflp Labour’s programme dr 
economic reconstruction, Mr 
wrii Rimw»ir l tha party leader, 
pledged yesterd ay . 

Mr Kinnock was speaking as 


a set of policies which will 
form the basis for Labour’s 
next general election mani- 
festo. 

Although the 20,000-word 
document won a relatively 
easy passage through the 
p art y’s home and International 
policy committee. Labour’s 
continuing vulnerability over 
its relationship with the 
unions was highlighted, with a 
short-lived defeat over the 
picketing issue. 

A proposal to limit the num- 
bers allowed on picket lines 
and to restrict secondary pick- 
eting to wo rk places directly 
assisting businesses in dispute 
was defeated, leaving Labour 
committed only to ftackfag a 
code of practice on picketing. 

After an intervention by Mr 
Kinnock, who warned that the 
decision would be misinter- 
preted by the party's oppo- 
nents as a sign of the party's 
approval of industrial disrup- 
tion, the vote was overturned. 

Mr Kinnock, speaking out- 
side the meeting, which 
endorsed Labour's pro-Euro- 
pean Community gtanno and 
its acceptance of the rote of the 
market economy, said that 
Labour had no intention of 
raising personal taxes. 

He said Labour acknowl- 
edged that the country h«d to 
meet the cost of its programme 
out of improving economic per 
fbnnance. Mr Kinnock 
entry into the exchange rate 
mechanism of the EMS would 
provide the economy with a 
monetary "sheet-anchor". 

Th e Lab our leader also «dd 
fast Labour would control the 
sort of recent surge in con- 
sumer demand, by introducing 
credit control systems which 
worked well In other European 
countries. 


Welsh plan 
delayed by 
sea barrage 


By Anthony Moreton, 

Welsh Correspondent 

THE REDEVELOPMENT of 
2,700 acres of Cardiff’s decay- 
ing docklands was thrown Into 
doubt yesterday when a parlia- 
mentary select committee 
called far further studies on 
the effects a barrage would 
hove on groundwater levels in 
file Welsh mpha). 

The committee threw the 
final decision back on the Sec- 
retary of State for Wales by 
recommending that le g i s lation 
authorising the barrage 
should only go ahead after a 
further 15-month period of 
study and consultation if he 
feels all the economic, safety 
and technical criteria will be 
met 

The committee also 
suggested that all houses and 
commercial properties in Car- 
diff should enjoy the same pro- 
tection under the law as those 
most closely involved in Car- 
diff Bay itself from the conse- 
quoices of any rise in water 
levels. 

Mr Geoffrey Inkin, chair- 
man of Cardiff Bay Develop- 
ment Corporation, the body set 
up by the government four 
years ago to m as ter min d the 
redevelopment, accepted the 

fl m wi d m arts ^^wtnHiip 

sought by the select commit- 
tee. 

am sure we can live with 
them,” he said. Mr Rhodri 
Morgan, labour MP for Car- 
diff West, ft leading critic of 
Hie proposed legislation, wel- 
comed the committee report, 
saying it "totally v i ndica te s 
our opposition.” 

He conten d ed the recommen- 
dations effectively killed the 
hkeUhood of the barrage being 
built because the 15-month 
period of consideration 
brought the nwf stage right 
into the run up to a g ener al 
election. 

“It is unlikely a Conserva- 
tive government would then 
want to go ahead with the 
£ll5m scheme and most 
unlikely a Labour government 
would ever sanction the 
scheme,” he said. 


Yorkshire Electricity 
moves into cable TV 


By Maurice Samuelson 

YORKSHIRE Electricity has 
become the first privatised 
electricity board to diversify 
into television. 

In partnership with two US 
companies, ft has secured the 
franchise for Doncaster and 
Rotherham and is se eking fur- 
ther licences In Sheffield, Hud- 
dersfield amt Halffinr, 
Yorkshire Electricity applied 
as a member of South York- 
shire Cablevision, a consor- 
tium led by M as ad a Corpora- 
tion, a private cable operator 
based in Alabama and Pactel 
(Pacific Telesis), a San Fran- 
cisco telephone company with 
a 99JSba turnover. 

Over the next four years the 
group will spend some £50m on 
developing a cable network 
offering 28 television 
to nearly 200,000 homes in Don- 
caster anH Bntiinrhfiwi- 
Mr Roger Harrison, chair- 
man of the consortium, said In 
London yesterday that Masada 
and Pactel were also seeking 
the cable television rights in 
Greater Manchester with possi- 
ble involvement of the North 
West electricity distributor 
Norweb. 

hi the North East, Northern 
Electric is a participant is seek- 


ing the Wearside televi- 
sion franchise in partnership 
with another US cable opera- 
tor, Tetecahle of Norfolk, Vir- 
ginia. 

Cable television is one of the 
activities with which priva- 
tised electricity utilities are 
hoping to increase their 
income and add sparkle to 
their shares when they go on 
sjtiefor the first time in 
November. 

They also hope to make 
more money firms their unze- 
Bnlated activities, such as sales 
or appliances and contracting; 
and their special skzDs, such as 
targe-scale vehicle fleet man- 
agement. 

Yorkshire Electricity yester- 
day said cable television was 
complementary to its main- 
stream business and an outlet 
for its expertise in telecommu- 
nications, cable laying 
maintenance, project manage- 
ment and cus tomer relations. 

It is understood to have cho- 
sen Masada and Pactel as its 
partners after comparing it 
with several other US cable 
companies taking part in the 
curre nt uk nntinnai licensing 
round. 



30DE-24 acceleration: 0-62 mph in 7.5 seconds (manufacturer'll figures!. 
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When you're on the road before dawn, and 
your -6&0 meeting is’ more mites from the warmth 
of your fondly remembered bed 
than you care to think about, 
the last thing you need is a car that 
makes demands on you. 

More likely, you crave peace in which to 
gather your thoughts and the generous reserve 
of mile -shrinking power you'll find in the 
Mercedes-Benz 300E-24. 

First, The Power 

Few recent developments in the executive 
car class allow you to bite more hungrily into 
large inter-city mileages than the 300E-24's 3.0- 
litre, 231bhp, multi -valve, six -cylinder engine. A 
particularly important refinement of this four-valve- 
per-cylinder masterpiece is its variable valve timing, 
an automatic adjustment that allows the engine to 
deliver maximum torque over a very wide rev range. 

A dramatically sporting powerplant - should 
you wish to explore it - but it's just as great an 
ally when you're more interested in arriving than 
enjoying the drive. . 

But there's more. Now the eager, press -on 
driver can have the . sinews of his 300E-24 - or 
other cars in the series - further stiffened by the 


The Mercedes-Benz 300E-24. 
More speed, less haste. 



-CHAMPIONS 1989- 



engineered Like No Other Car 
In The World 


firmer Sportline handling and interior packages. 
Sportline uses uprated springs and 20% firmer 
shock absorbers; there's increased 
feel to the more direct steering, 
and the wheels and tyres are wider. 
The seats are designed to give greater 
lateral support. 

Then, The Peace 

Even at speed, wind noise generated by the 
300E-24 is spectacularly low, but the peace of mind 
that's the special prerogative of Mercedes-Benz 
drivers, is also a tribute to less obvious virtues. 

Such as controls and instruments that are so 
simply yet effectively designed and located that 
their efficient use becomes second nature. And 
when you step out of the 300E-24 after several 
hours, with no suspicion of stiffness, you'll know 
you've been carefully protected from fatigue by 
a seat that's as sympathetic to the human frame 
as Mercedes-Benz can make it. 

So, if you’ve chosen the 300E-24 simply be- 
cause you need to save time, Mercedes-Benz will 
be right there with you. But if you've also decided 
to fit Sportline suspension and seating, you’ll 
forgive them if they suspect that merely shortening 
the journey is not always your first priority. 


TERMINAL THREE . . . REBORN 
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MORE EXPERIENCE 


Heathrow’s Terminal 3 has been transformed. For the last four 
years work has been going on behind the scenes and while over 
six million passengers per annum used the terminal during this 
project, few were aware of what was happening. Now, everyone 
will appreciate the difference. 

We have spent £110 million enlarging the terminal and 
creating a spaciousnew environment to give you a better standard 
of service. There are more check-in desks, a brand new 
computerised baggage handling system and a larger baggage 
reclaim hall to help speed your journey. 


You can visit Europe's largest Duty and Tax Free store, browse 
among a range of quality shops or relax in calm, comfortable 
surroundings. ' - 

All this has been achieved without closing the terminal. In fact 
it has been one of the most sophisticated projects ever attempted 
on abuilding as complex as Terminal 3. - j. . 

Weat BAA have the experience and commitment, to build 
Britain’s airports for the future. And, as the reborn Terminal 3 
shows, to keep them ahead of their competitors.^ - 


# 


The World’s Premier International Airport 


B-A-AP2 

Heathrow 
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FT LAW REPORTS 




Mareva assets ruled able to stay in 
Switzerland safe from English court 


DERBY ft CO LTD v W ELDON 
AND OTHERS 

Court of Appeal (Lord Justice 
Dffloiv Lord Justice Taylor 
apdJxad Justice Stoughton): 
May 10 1990 


THE ENGLISH court- has 
power, as a drastic ad excep- 
tional measure, to order the 
pre-tri al tra ns fer erf M areva 
assets from a country where 
Its judgment would not be 
recognised and where the 
assets hare been pot to avoid 
eaftocement'to another coun- 
try where the Judgment would 
be recognised; but it will 
dedtoe to make each an order 
if it woold be ineffective or, 
where the assets appear safe 
firon dissipation, on the 
ground only that the jpaainttffe 
would be unable to reach them 
with out reBti gating fai the lior- 
tdgn counter. 

The Court of Appeal so held 
In interlocutory proceedings in 

an action by Derby ft Co Ltd 
and others against Mr Anthony 
Henry David Weldon, Mr Ian 
Jay «nd hine other defendants. 

The court (I) allowed In part 
an appeal by the p laintiff 
from the Vice-Chancellor’s 
refusal on January 9 1990 to 
direct that Mareva receivership 
assets be vested under the 
receiver’s sole control outside 
Switzerland, by varying the 
order to direct that assets 
already outside Switzerland be 
vested endear his sole control; 
(2) dismissed, an appeal by 
defendants, Mflco Corporation, 
CML Beddings SA and o&ers, 
from the Vice-Chancellor’s 
order, also of January 9, con- 
touring Injunctions granted by 
Mr Justice Vlnelott to restrain 
the remission of receiver sh ip 
assets'from the UK and other 
countries to Switzerland. . 

LORD JUSTICE DILLON said 
that fw claims by ths p hrintiffo 
for HfwryHh, breach of ™m% y 
duty and conspiracy to 
defraud, Mr Weldon and Mr 
Jay were served with proceed- 
ings in the UK. nMT^ a Luxem- 
bourg company, was properly 
served under the European 
Convention and had submitted 
to the jurisdiction of the 
Rn gWfih court. 

Mficn an d the other defen- 
dants were served out of the 
jTrrterffa±km imder Order 11 of 

the Rules of the Supreme 
Court. They acknowledged ser- 
vice and md served dtfam 
and counterclaims, but pro- 
tested the juristtietton. 

World-wide Mareva infuno- 


ttona were made against the 
defendants, freezing their 
assets up to £100m. A receiver 
was appointed by toe court in 
aid of toe injunctions. 

On 1 November 24 1989 the 
receiver deposed that be had 
johit control of assets valued at 
£72m odd, held on joint 
account mainly with a Dr 
Louis Rohner, CML’s Swiss 
lawyer who was now toe llth 
defendant, but in part with a 
Dr Peter Ritter, a Liec ht enstein 
lawyer who was now the 


They included deposits of 
some £47m made outside Swit- 
zerland by Swiss banks <m 
behalf of the joint account 
holders, to obtain higher tater^ 


The receivers were- con- 
cerned that ■ those external 
assets should not be returned 
to Sw it zer l and. On November 
24 1989 Mr Justice Vlnelott 
granted ex parte injunctions 
restraining the removal of 
external assets from Lond o n, 
Brussels, Palis, Dusseldorf, 
Toronto, Luxembourg and New 
York. The injunctions had 
bean reinforced by orders by 
local courts in those countries. 

Though the Swiss courts 
would recognise and enforce 
any judgment which the pbrfn - 
ttife might obtain against Mr 
Weldon and Mr Jay, and would 
probably, because of toe Euro- 
pean Convention, recognise 
and enforce a judgment against 
CML, they were unlikely to 
recognise or enforce a judg- 
ment against HUco or the 
other dftfamdmrtg who contin- 
ued to protest toe jurisdiction. 
The plaintiffs would have to 


The Vice-Chancellor 
that in an ordinary case he 
would have ordered remission 
to Switzerland, but held there 
were special circumstances 
which led him not to do so. He 
could see no escape from the 
eandusdoa that the court bad 
been trifled with by the defen- 
dants. He referred to the trans- 
fer of assets to remove them 
from liability to enforcement. 
Abo he referred to toe defen- 
dants’ conduct In dealing with 
the case as tricky arid verging 
on dishonesty. 

He said toe En g lis h court 
should hesitate kmg before tak- 
ing steps which required peo- 
ple to do things In foreign 
jurisdictions which might 
offend, let alone unlawful acta. 
He said “toe correct approach 
is to seek co-operation of the 
foreign court” 

: That was similar to the view 
in Asktiani [1989] QB 888, 
which favoured a limited terri- 
torial approach to the grant of 
Mareva injunctions. 

More recent developments 
showed those views were 
wrong. The jurisdiction to 
grant a Mareva injunction 
depended not on territory but 
on the unlimited jurisdiction of 
the English court in personam 
against any person properly 
made party to pending UK pro- 


Article 271 of the Swiss 
Penal Code app a r e ntl y made it 
an offence punishable with 
imprisonment for toe receiver 
to do on Swiss territory any 
act in Us capacity as receiver 
appointed by the English 
court A transfer of assets out- 
side Switzerland would not 
infitoge article 271 if they con- 
tinued to be held on joint 
account by the receiver ami Dr 
Rohner. ' 

Against that background, at 
toe inter partes hearing on Jan- 
uary 9 the Vice-Chancellor (1) 
refused to direct that the 
receivership assets be vested 
tinder the rec ei ver’s sole con- 
trol outside Switzerland; and 
00 continued until Judgment or 
further order the I nj unction in 
respect of the external assets 
granted by Mr Justice VInalott. 

The phriTitHTu now appealed 
from 0) MUco, CML and other 
rfwftm A mfw appealed from ( 2 ). 


ceedings (see Derby v Weldon 
(NOS 3 & 4) [1989] 2 WLR 
412,484 G to 4254. 428D\ 

The Vice-Chancellor misdi- 
rected himself in his deference 
to the Swiss court. The present 
court was therefo re fr ee to 
exmdse its own discretion. 

The object of a Mareva 
injunction was that within the 
n writs of its power no court 
should permit a defendant to 

take action Httrignart to H n iuim 

that subsequent court orders 
were rendered less effective 
titan would otherwise be toe 
case (Derby v Weldon (Nos 8 A 
4>X 

There was no reason why 

that gt ymld nn t attend tn prin- 
ciple and in an appropriate 
case, to ordering toe transfer of 
assets to a jurisdiction In 
which the Boyish judgment 
would be recognised, from (me 
where it would not and where 
issues would have to be reUti- 
gated — if (which p* be 
entirely the present case) the 
only connection of the latter 
jurisdiction was that the 
moneys had been placed there 
to make them proof against 

mifnrrwmwiL 

hi those circumstances, an 
order to return the external 
assets to Switzerland would be 
refused. The defendants* 


appeal was dismissed. 

No order to transfer the 
Swiss assets out erf Switzerland 
into toe receiver’s sole name 
could be effective without toe 
voluntary concurrence of Dr 
Rohner or Dr Ritter. That was 
most unlikely to be forthcom- 
ing: hi toe droumstauces, they 
shpaM he left in Sw it z erland 
held on Joint account. As to the 
external assets, the position 
was different. Local courts 
might be willing to make ftu> 
ther orders in support of the 
UK (glia'. 

The plaintiffs’ appeal was 
allowed. The defendants were 
ordered to procure that the 
external assets were held to 
the sole order of the receiver. 
The injunctions should con- 
tinue to apply. 

Lord Justice Stoughton 
agreeing said that the court 
had power to order the transfer 
from one country to another of 
assets outside its physical 
jurisdiction, in the exercise of 
its jurisdiction in personam 
against defendants dq]y served 
with process under UK rules. 

The question was whether 
the order should be made in 
the exercise of the court's dis- 
cretion. 

If it became common prac- 
tice to transfer assets to the 
UK so that judgment could be 
more readily enforced, that 
would justifiably be regarded 
as unacceptable chauvinism by 
tiie international community. 

Xt was very inconvenient for 
thu plaintiffs if they Hail to 
fi g ht the case ova g grfw in 
Sw i tzerland. But that was not 
M i iw rimt gr nu m ii for ordering 
assets to be transferred pre- 
trial. It should not lead toe 
English courts to adopt what 
was a drastic and wholly 
exceptional measure. It 
appeare d that the assets in 
Switzerland were safe from dis- 
sipation under the present 


Lord Justice Taylor agreed 

urttfi hnth j nHgmmte 

For (he plaintiffs: Michael Ups- 
ford-Stanford QC, Charles Purie 
QC and J Stephen Smith (Lovett 
White Durrani) 

For Mr Weldon and Mr Jay: 
Nicholas Chambers QC and 
Mark Hapgood, (Hopkins & 

Wood) 

For MBca, CML and the other 
defendants: Nicholas Stewart 
QC and Terence Motoschenson 
(Allen A Ooery ) 

For the receiver: Leslie Kosmin 
(Cameron Mdrkby Hewitt) 

Rachel Davies 
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INTRODUCING 
PACKAGED LENDING. 


IT NOT ONLY 

WIDENS YOUR OPTIONS, IT 
RAISES YOUR CEILING. 


. ' Hill Samuel Commercial Finance 
is pleased to announce a new way 
to finance your working capital. 

We call it "packaged lending" and 
we believe that it offers outstanding 
advantages to growing businesses 
turning over £3 million or more. 

The way that we work is to 
discuss your future working capital 
requirements with you, and then 
to agree a lending package secured 
against the most appropriate combin- 
ation of current and fixed assets 
which will always include a facility 
against book debts. 


It's an approach which offers you 
a larger and more flexible borrowing 
facility. 

And even more important, a 
facility which is determined by Jhe 
real needs of your business rather 
than a fixed overdraft limit 

We’re confident that the principle 
of packaged lending will repay a closer 
examination, so we have prepared a' 
short report to help you consider it in 
more detail. 

For your copy, please return the 
coupon below, or call the Marketing 
Department on 0800 181 371. 


, \ ’ Cempan; 


To- Neil Livingston, Hill Samuel Commercial Finance Limited, Boston House. The Little Green. Richmond, Surrey TW9 IQE 
Please send me a copy of the Packaged lending Report. TH[¥Tj]Lj S! AlVt HJ E L 

Name P ogtiga _ 

Company COMMERCIAL FINANCE 


Postcode 
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we do 

hreW Prosit! But* 

W If in FLANDERS, 

the finest 

V-, — ^ formance apt 

m if human eye. 1 

I # electronic reti 



Ua rr t^Moff -a phy: MECL LHMJt FIANDERS. 

So, when you have the opportunity. 
Prosit! But did you know we brew other things 
in FLANDERS, too? 

Our micro electronics are 
world news. Take, for exam- 

I pie, the Retina CCD chip, the 
first circular image sensor for 
robot applications, its per- 
formance approaches very closely that of the 
human eye. Rapid, sharp, detailed : a photo- 
electronic retina on an 11-mm 2 chip. 

In pharmaceuticals, genetic engi- 
neering, telecommunications, and alternative 
energy, we're the high-tech “brewery” of 
Europe. And our historical cities are set in a 
gaslronomic and artistic paradise. 

Do you have something in mind for 
Handers ? Do you need specific information ? 
Just fax your questions to the Department of 
International. Relations of the Government of 
Handers in Brussels: 32 2 230.98.34 



FLANDERS 

THE SKILLFUL HEART OF EUROPE 


EUROPEAN INVESTOR’S WEEKLY 


by GUTTMANN ft MARCOVId 

FROM THE HEART OF EUROPE YOUR WAY TO EUROPEAN STOCK EXCHANGES 


Now available worldwide. 


The iron curtain has fallen. . The "European Investor's Weekly Recommendation 

The EC is the biggest, strongest and most dynamic Record” readied 290% since January 1988. Our top re- 
domestic market - all over the world. commendation performed 507%. Inthesameperiod the 

Europe is the focal point of the international investe- European stocks in general were outperforming the 

ment commmunity . Dow* by only 80%. _ , 

Europe generates new forms of investement, new di- Introducing a new service, the European iNvpTORS 
mensions of profit Weekly will support you with the latest news by DHL 

Europe is booming- we win give you the informs- - EXPRESS, directly fro m the heart of the Continent, 
tion to be successful Weekly you will receive exclusive information and re- 

Eorope's #1 ranked stockletter - the European commendations on the European stock exchanges as 
Investor's Weekly— guides you on the field of Euro- well as the latest analyses compiled in toe European 
pean stock markets. Chart Service. Delivered personally to your desk. 

TbBnnakbuaMfctfi>a>mytv 


Free Test Offer 

Please send me toe European Investor's Weekly phis the European Chart Serviol Delivered by ttfM 
Two weeks of top information, recommendations and charts —free and without any obligations. 

Name. 

Company City...... 

Address QioPABai}. Phone... «««•■•• ...a.......... 

please mail, fax or call: European Investor's Weekly — Guttmann & Maioovid Ltd. 

Fischhof 3, A-X010 Vienna, Austria - Europe: Phone: .. JS35 46 70-0, Fax : .. J53S46 69 
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PROSPECTS FOR THE 
BRITISH ECONOMY 

Hugadfly-^iibLa 193Q 

This important one-day co nf erence fin association with 
Cambridge Econometrics will analyse the outlook for the 
British economy in detail over the next two years and in 

more general terms until the end of the century. It will be of 
interest to marketers, business p lann er s , financial analysts 
and. policymakers in both local and central gover nm ent. 
Topics ■ Economic outlook 1990 -2000 

■ Corporate sector trends and outlook 

■ Consumer confidence 

■ Monetary and fiscal policy 

■ Competition policy 

Speakers: Prof. Tony Cockerfll, Prof. John Pickering, 
Retard Lewney, Richard Brown. 

Further details and registration forms: 

The Administrative Officer; Management Centre, 
Manchester Business School, Booth Street West, 
Manchester MI5 6PB. 

Telephone: 061-275 6333. F toe 061-273 7732. 


UNI\ F RSI TV OF MAM HESTER 


Willan-Wogen 
Alloys Ltd & 

Member of Wo*en Group jEltfs&fc 

World's leading producer of 

Ferro-Titanium 



4 The Sanctuary, Westminister, 
London SW1P sJS 


Factory: 

Poplar Way, CsteUffo 
Botherham SCO K&L 
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MANAGEMENT 


Meissen — likely to 


stay an exception 

In its relative freedom, the porcelain company has long been 
untypical of East German industry. Now, Andrew Fisher 
explains, it is a candidate for renationalisation 


M eissen, the 
high-class porce- 
lain manufac- 
turer, is an East 
German company with a differ- 
ence. It is not just that its 
exquisite hand-painted prod- 
ucts hardly seem to fit the 
image of a tightly planned 
Socialist economy in which 
consumers’ tastes have come 
well down the list of priorities. 
In fact, the people who buy 
Meissen porcelain are mostly 
in the West and not in low-paid 
East Germany, where its cus- 
tomers have been state organi- 
sations. 

More crucially for Meissen’s 
past success and future pros- 
pects, it has direct experience 
of doing business in free mar- 
ket economies, it makes desir- 
able products which command 
very high prices in the West, 
and it is not part of a lumber- 
ing kombinat (conglomerate). 
In all three ways. it is very 
unlike most East German man- 
ufacturers. 

"We were like the one-eyed 
person, in the co unt ry of the 
blind,” says Hannes Walter, 
Meissen’s 46-year-old managing 
director, describing its special 
status in the East German 
economy. "We were a show- 
case company.” 

For although Meissen was 
hobbled to some extent by the 
unwieldy state economic plan- 
ning structure. It enjoyed a 
greater degree of freedom than 
most cancans. As a valuable 
foreign exchange earner, it was 
clearly less vulnerable to tam- 
pering than other East Goman 

operations. 

Meissen, based in the pretty 
but dilapidated town of the 
«anw> name near Dresden, has 
buQt up strong cultural associ- 
ations m its 280-year history. 

- It has an excellent museum 
full of priceless porcelain 
objects and tableware - it pos- 
sesses far more pieces than it 
can display at any one d™ — 
and served a useful purpose by 
representing to the outside 
world a more attractive facet of 
the East German economy 
than the grim, polluting 
smokestack industries which 
cover so much of country's 
southern regions. 


“Meissen is untypical,” 
admits Walter. Paradoxically, 
now that the talk in East Ger- 
many is of freeing industry 
from central controls and 
bringing back the entrepre- 
neur, Meissen's fixture is likely 
to remain outside thw private 
sector. But instead of being 
owned from East Berlin. Wal- 
ter expects it to return to its 
original proprietor — file state 
OT Saxony. 

The Communists abolished 
the states, but regional feelings 
are strong now that the Stalin- 
ist era is over and free elec- 
tions have taken place, nils is 
especially so in Saxony, of 
which Dresden would again 
become the capital when, as 
expected, the East German 
states are revived. 

Meissen was founded during 
the reign of August the Strong 
over Saxony from 1694 to 1733 
and stamped a powerful 
impression an the state’s cul- 
tural, political, and economic 
life. Meissen, based in the 
town's Lenin strasse, does 
share one thing with other 
East German companies. It has 
a cumbersome name: VEB 
Staatliche Poraellan-Manufak- 
tur Meissen. The ubiquitous 
VEB stand for Volksel- 
gener Betrieb (company owned 
by fiie people) and preface the 
names of many East German 
corporations. They win cer- 
tainly go once the structure of 
East German industry ceases 
to reflect the heavy centralist 
influence that extended from 
Berlin. 

With around 1.600 employees 
and 500 apprentices, Meissen is 
an important part of the town’s 
economy; But while jobs have 
been provided, the town has 
hardly benefited. Its pretty 
houses are crumbling and its 
ameniti es are poor. 

other companies, Meis- 
sen sent its earnings straight 
to Berlin each month. None Of 
the money flowed into file 
local community, a complaint 
voiced by many towns about 
the way in which the capital 
was favoured against the rest 
of the country. 

Maiaen earns around 200m 
East Marks a year, of which it 
sends 150m Marfm to the sta t e . - 


It keeps 50m Maries for its own 
r unnin g expenses; it has 
received between 6m and 10m 
Marks annually for invest- 
ment. Turnover comprises 
around DMSOm (plus 10m East 
Marks from sales in non-west- 
ern markets), which translates 

twtn ura i mH 230m Bast Marini 

at the exchange rate at 4.4 East 
Marks to DM1 that has bear 
used by the country for its for- 
eign trade C alcnltrHfvrm 

Labour accounts for the bulk 
of Meissen’s costs. Because 
East German companies have 
little control over their own 
finances, which are handled by 
Ministries and the State Tta ptr 
in East Berlin, figures are of 
limited value. There are no 
dear profit and loss accounts 
or balance sheet statements as 
with western companies. After 
monetary union takes place 
tips summer, Meissen’s figures 
will look very different. Its 
profit will be lower, since this 
wfll be expressed in Deutsche 
Marks, and it will have to earn 
the nMinm a year that Walter 
thinks la needed for invest- 
ment. 

Not that there is much that 
ran be cha n p xf on the produc- 
tion rid**. The fine porcelain is 

marift by tr aditional iwathod 8 
aid painting - jg rintw by hanrf 

A vase can take three weeks to 
paint and a plate two days. 

Meissen employs 800 paint- 
ers, who earn around ljtOO 

Baa* Marini a month, thern gfr g 

top employee can earn 2,000 
Marini high by East German 
standards. The company has 
specialist painters for birds, 
flow e r s , and other designs. The 
best artists work from faded 
Mack and white reproductions 
of old paintings to produce 
complete landscapes, sea 
viewB, or idyllic scenes on 
plates or vases. 

tap other companies, Meis- 
sen has lost workers to the 
West as the borders opened. 
Hw most prominent dep arture 
came before this, however, 
when Beinhazd Fichte, tiw for- 
mer managing director, 
skipped the country in Febru- 
ary last year. In more recent 
months, around 100 people, 
mostly young workers, have 
left. But Walter says the com- 



Executive 


m. 


Why performance should 
the most crucial element 


By Simon Holberton 

L isteners to the BBC 
radio programme Any 
Questions will have 
noticed a recurring theme over 
file past few weeks. No, it is 
not the Poll Tax, soccer hooli- 
ganism, or whether or not. 
Micha el Headline would make 
a better leader of the Tory 
party than Margaret Thatcher. 

The subject that has been 
exercising the questioners of 
some of Britain's opinion for- 
mers is executive pay. Is it 
right that so and so ahonid be 
paid so much when, child bene- 
fit has been frozen for two 


The Conservative will 
answer yes, in some dreum- 


the Harvard Business Review* 

f»ha!1png ft« t>w vtow tln tf . fT fp r n- 

tives in the US are paid too 
TTmeh — in fact, it asserts thev 
are often paid too — «md 
proposes a different method for 
evaluating executive pay. The 
study flnri« tlwfr 

• pay levels for chief execu- 
tive officers (CEOs) in the US 
are lower today than they were 
50 years ago. In constant 1988 
dollars, the average salary and 
bonus for CEOs over the period 
1934 to 1938 was $882,000. For 
the period 1982 to 1988 the 
average salary and banns was 
$843,000; 

• CEO ownership of c or porate 
America (as measured by CEO 
direct ownership of stock as a 
percentage of total shares out- 
standing) was 10 thnaa greater 
in the 1930s ftm it was in the 
1980s. 

! • adjusting CEO pay for 
Inflation and. comparing its 
-growth with pay for hourly 
and salaried employees shows 
a similar pattern althoug h 
fewer CEOs took a real pay 
cut; 


five no, in all circumstances;' 
and, the two “independents” 
express horror and observe 
with, weariness -tiae encroach- 
ment Of Tnateriallioq In this 
sceptred isle. 

In fife US peddle reaction is 
usually ftf p Tft K M Pri in term* of 
the excessiveness of exec uti ve 
pay increases. Having lost out 
to the Japanese car makers, 
how can Lee Iacocca and Ms 
co n freres in Detroit pay them- 
selves so much? . 

A study of executive remu- 
neration in fiie latest issue of 


• and, fra* every $1,000 rise in 
the market value of America s 
250 largest ^ompanifta the rise 
in CEO compensation was just 
$JL59, over two years. 

The last item is what the 
authors of the study, Michael 
Jansen and Kevin Murphy, of 
Harvard and Rochester univer- 
sities respectively, assert to be 
fiie most crucial ftiftmftn fc in a 
rational system for rewarding 
executives. 

They argue remunera- 
tion committees of DS compa- 
nies nhfmld give more atten- 
tion to paying for performance. 
They define performance as 
the increase in shareholder 
value as measured by the 
growth in market capitalisa- 
tion. 

Using that yardstick, they 

James Cotting’s 
wealth rises by 
$1.41 for every 
$1,000 fafl In 
shareholder value 


have analysed the pay of CEOs 
of 480 US companies far which 
there is comprehensive data 
for seven years during the 
1980s. 

. They. looked at the total 
effects, over two years on 
CEOs’ wealth oft tha change in 
pay-related wealth (salary and 
bonus, the present value of 
that change m pay assuming a 
discounted 3 per cent real 
i nte re st to retirement, and the 
effect of dismissal an wealth); 
and, the «*awg p fa the. value of 
shares owned. These values are 
then stated in relation to a 
$1,000 gain in market capitalis- 
ation. 

Jensen and Murphy's analy- 
sis produced same fato wuHng 
results. The grand old man of 
American inv es tm ent. Warren 
Buffett, Wfe rhimf executive of 
Berkshire Industries, tops file 
list of the “best” paid. For 
every $L00G of grow th in Berk- 
shire's market «i pHnn ggtln n , 
Buffett's wealth rises by 
$446£S, consisting of a 6 cents 
rise tn pay-related wealth and 
a $446.77 rise in file value of 
his state in Berkshire. 

At fiie other end of the scale 


is James Catting. He is CEO at 
Navistar International (for- 
merly International Harvester). 
His wealth rises by $1-41 for 
every $L000 fall in shareholder 
value- His pay-related wealth 
rises by $1.91 and this, is 
slightly oflket by a 20 per cent 
fall in the value of Che stock he 
owns in Navistar. 

Jensen and Murphy claim 
that the best way to get perfor- 
mance from a CEO is to make 
Mm or her a significant share- 
holder in fhe company. A Buf- 
fett-like shareholding (about 45 
per cent) is not realistic for 
most companies, but neither is 
tt« .037 per cent median stock 
ownership among CEOs of 
America's largest 120 compa- 
nies sufficient, they say. 

They criticise boards of 
directors for not standing up to 
public opinion in fife US and 
defend their right to pay CEOs 
a lot of money if performance 
warrants it. They take on crit- 
ics who want both perfor- 
mance-related pay and “also 
want to limit compensation to 
arbitrary amounts or some 
foray sense of ‘what’s fair’.” 

Jensen and Murphy claim 
that imposing a ceilisg an sala- 
ries inevitably means creating 
a fl oor for poor performers. 
“When mediocre outfielders 
earn millions at dollars a year, 
and New York law partners 
earn about the same, influen- 
tial critics who begrudge com- 
parable salaries to the men and 
women running billion -dollar 
enterprises Mp guarantee ***** 
these companies will attract 
mediocre leaders who turn in 
mediocre 

The authors say that boards 
should require CEOs to become 
si gnifi ca n t shareholders in the 
companies thev Sala- 

ries, bonuses and stock options 
should be structured so as to 
provide Mg reqaxds fra: super- 
ior performance and corre- 
spondingly large penalties for 
poor performance. Moreover, 
poor performance should carry 
with it fife threat of dismissal. 

COE Incentives - It’s not 
how much you pat/, but how, by 
Michael C Jensen and Seam L 
Murphy, Harvard Business 
Review, May -June 1990. 
(Reprint No.: 90308, available 
from: Dynamic Graphics Inter- 
national, PO Box 3960 AA 
Moan The Netherlands.) , 


high prices fat the West * 
pany used to lose around 60 


products which command very 


people a year simply because 
the town could not provide 

ewm gh dftgftu t h ousing 

The company is trying to 
help change this, 'raising 
money specifically for the com- 
munity by putting up its 
museum fires, though they are 
still low, and selling a special 
package of its artists' drawings 
and a small porcelain brick 
with the Melssrai coat of arms. 

Once the company faces the 
fan rigours of the free market, 
it vriu be subject to sharp 
upward cost pressures. "Our 
workers here expect, quite 
rightly, to earn more than 
those m other firms. Wage lev- 
els will clearly rise." 

Udder fiie terms of currency 
union, wages wfll be co n vert e d 
at DM1 for 1 East Mark, white 
corpo ra te debts will be con- 
verted on a ane-far-two basis. 
Walter reckons Meissen, nnlifce 
many concerns, can survive 
with these rates. 

Under the old system, the 
government laid down how 
many directors Meissen should 
have but now the management 
board has been streamlined 
from niwft to five. The need for 
wwwt ant jiHgnttatmn ami con- 
tact with fife farmer Ministry 

for R1 m« anri Pnr rrtwtn fled np 

more staff than the company 
really needed. Like other con- 
cerns, Meissen had to deliver a 
battery of statistics to East 
Berlin each month. Now, it 
aims to shed around 190 spare 


fobs. 

The. gover n ment kept a dose 
eye on whether companies 
reached the goals laid down in 
the yearly plan. “Every firm 
had to fight to see that its tar- 
gets were not set too high," 
sayB Walter. Berlin’s barf* cal- 
culation was that, it cost 4 A 
East Marks to produce DML of 
revenues from the sale of East 
German goods in the West 

Meissen did better than iwb 
with a 13 ratio. Some compa- 
nies were much worse, needing 
to spend maybe 10 East Marks 
to yield DML But, says Walter, 
if a less efficient company 
exceeded its target, it was 
regarded as having done wefl. 
ff an efficient one slipped, it 
came under pressure from Ber- 
lin. 

In future, fiie pressures will 
come from the mar ke t Walter 
says Meissen’S prices could rise 
by around IQ per emit a year 
for the next three years. 

It began a discreet advertis- 
ing campaign in West Ger- 
many last autumn, the fast in 
its history. Since Meissen’s 
porcelain is in Ugh demand — 
the average delivery time is 
two years — increased price s 
should not. meet too much 
resistance. 

The route to the free market 
economy will be tough* “It is 
an flltudon to expect filings to 
improve overnight. People^ will 
need courage and motivation; 
they must not simply watt for I 
help from outside.” I 
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A new kind of gun that- ' 
unl ea s h es a bolt of 
e le ctri ci ty to drive rs- 
projectile la to be 
tested' la Scotland- in uni 
AngjtoDS defe n ce researc h cot 
laboratkm. British act 

enlists believe it wwm be the 
forermmer of a family of 
hypervelodty weapons which 
axe fine jEmm the Uations of 1 
explosives.. / . 

The scheme is to mmwiw^ 
an experimental electro-mag- 
netic gon at the British Army's 
artillery range at Kirkcud- 
bright, on toe Firth of Forth. 
for il in 1933. The cost, to be 
shared fay the Ministry of 
Defence and US Defense 
Advanced Research Projects 
Agency CDARPA) -‘ a research 
arm of the Pentagon — Ss put 
at tees of mUSons of pounds. 

For Britain, the project is 
part of a . research programme 
ffftneri at understanding the 
physics of -a potential weapon 
system that may offer impor- 
tant advantages over conven- 
tional ordnance. farinHiiig 
greater armour-piercing power 
and no revealing cloud of 
smoke. Companies partldpat- 
tag to r the project include 
EoUs-Royce, Royal Ordnance 
Factories, Northern Engineer- 
tag Industries, Hunting and 
GEC. Cambridge and Baft imt 
varsities are also taking part. 

Managing the research is the 
gun systems group of the 
Royal Armaments Research 
and Development Establish- 
ment at Fort Halstead in Kent, 
headed fay BUI Clifford. 

The task 'is to ammrihifl at 
Kirkcudbright an electro-mag- 
netic gun with a muzzle veloc- 
ity at least twice that of a mod- 
em tank gnn,with arange of 2 
km, for trials at foil power fay' 
1993. It wfll have a gepe tit hm 
rate' of several toots per day. 

Behind this project lies a 
widespread belief that after 
nearly 700 years of develop- 
ment the conventional . gun. 
with a projectile driven fay a 
chemical explosive is dose to 
its limits. Despite recent pub« 
Betty for so^auefl ‘ ropagum ," 
the tank gun represents the * 
panTt Of gUn H ^intlnpnwint (n 
terms of muzzle energy and 
velocity achieved with a com- 
pact, lightweight weappncapa- 
ble of remarkable .accuracy. 
One Fort Halstead scfenfist ttk- 
ensa tank at 2 km range to a 

plnKrari hriril at arm's 

And that target Is probal 
moving: 

The pressures developed by 
rtM-miwit explosives in a tank 
gun are equivalent to those in 
water at a depth of lio km. 
They can generate a muzzle 
velocity for a projectile of 
about 2 km per second. Super- 


David Fishlock reports on a project which may 
render obsolete chemical propellants for artillery 

Ordnance that is 

on rails 




A type of gun buflt onnew principle* could bo tried In a tank before foe end of foe 1990s 

guns with, very long barrels 
may achieve extra range bat 
not higher muzzle velocity, 
which, is mnn Hmitwd fay the 
rate at which gas c«n ammd. 

In theory, anetedrouiagnetic 
gun may have a muzzle veloc- 
ity asnjghas 19 km per sec- 
ond, five times as* great as 
explosives can. manage. 

New kinds of armour - com- 
posite; reactive, electric - 
could be capable of resisting 
explosion-driven weapons 
within a. decade or .two, the 
gun specialists say. They see 
toe' faymrvelodtydlectZD-mag- 
hetic CEMi gun as a way of 
making these novel armours 
vulneraMiei again. ' 

At least three kinds of EM 
gnzL are being explored world- 
wide. The simplest is the rail- 
gun, in which the metal pro- 
jectile is propelled along a pair 
at electrically ranrtm-Hwg rads 
fay sr large pufae of d i rect cur- 
rent. This bolt of electricity 
travels up one rail, through, an 
annathre, and bade down the 
other rafl. .. . . 

" mwlflH iq H iww 

induction accelerator, which 
conristo of a succession of ooDs 
farming the. “barrel.’' which 
induce magnetic fields on the 
surface of the projectile — 
something to push against. 


Electricity is switched from 
coil to coll, accelerating the 
projectile. Sandla Laboratories 
in New Mexico has recently 
publicised its progress with the 
“coil gun” as a potential new 
way of launching small satel- 
lites into space. 

A third concept is foe elec- 
tro-thermal gnu which ampi^ g 
an electrically-generated 
plasma as a particularly hot 
cloud of gas, at a temperature 
of perhaps 20,000-30,000 degrees 
C. to propel conventional sheila 
at fatehar performance. Which 
of these EM concepts looks 
most promising depends on the 

P *A^m to^fayoSpA has 
concluded that there is no 
“best buy” among these three 
concepts — too much depends 
on what the customer wants 

f mni KM p ro p u lsio n. 

. Fort Halstead, engaged in 
studies of EM guns since 1981, 
has concluded that the rail gun 
offers the best promise of 
replacing a conventional tank 
gun. All three concepts must 
Rtfll surmount formidable prob- 
lems, but the raflgun has been 
making f-agt pmgreag In minia- 
turising key components such 
as power supply in toe past 
two years. 

The rail gun requires rails 


constrained by a very stiff 
structure, made to dose toler- 
ances. For efficiency, it lias a 
square rather than a round 
bore. It also needs a fast-acting 
switch to dump its energy once 
it has propelled, its projectile. 

As a tank gun, it will need to 
currents of 4m to Sw 
amperes, and peak power lev- 
els of 3.000MW to 5.000MW. 
This may sound ifarmting but, 
in feet, it is the power level 
already produced by chemical 
propellants. The electric power 
would be needed to brief pulses 
lasting only a few micro-sec- 
onds. 

The rail gun has three baste 
components: a barrel, a pulsed 
power sandy and a projectile. 
For the Kirkcudbright gun, the 
US is providing toe barrels, 
Britain is developing the 
pulsed power supply and both 
partners will work on projec- 
tiles. 

The Fort Halstead scientists 
have already demonstrated 
same impressive rafl. gun tech- 
nology. They claim a world 
record for firing a projectile 
from a rail gun to a distance of 
100 metres. This has been 
achieved by Semgun 8, their 
current PTpe r h nmital facility, 
in a concrete range at toe 
research wfahKchwimt- 


Remgun 3 is driven by a 
homopolar generator built by 
International Research and 
Development in Newcastle 
(part of NEI. a Rolls-Royce 
company). This six-tonne 
machine (designed 28 years ago 
for a quite different purpose) 
can deliver up to 750,000 
amperes at 54 volts, in pulses 
foot peak at about 40MW. 

Switching such a colossal 
current quickly in a highly 
iddoctive load like a rail gun is 
a particularly difficult chal- 
lenge. They scientists solved it 
by brute force - they detonate 
a strip of explosive cutting 
tape laid across a copper bar. 

Latest ideas from the team's 
industrial collaborators sug- 
gest such a pulsed power sys- 
tem «*wid be w Hi inh iris efl very 
impressively. For example, 
Rolls-Royce has proposed a 
dual-purpose gas turbine that 
could be switched from tank 
propulsion to delivering three 
times its normal output, in 
pulses, to drive a homopolar 
generator no bigger than a cof- 
fee table. 

“Rail guns are good at fling- 
ing Email thin gw fast,” one sci- 
entist says. Just what it might 
□tog, and how feat, is still 
being debated. Such a gun may 
be capable of imparting a muz- 
zle velocity of 6-10 km per sec- 
ond, compared with 4-6 km per 
second for the current tank 
gun. But what excites the gun 
designer is not velocity so 
much as what he might do 
with toe extra energy of a 
hypervelocity weapon by rede- 

^^^^rien^^^theprob- 
fem to that of a batsman select- 
ing his stroke to extract maxi- 
mum advantage from the 
energy of any given ban he Is 
playing. The current antitank 
projectile consists of a slender 
heavy metal dart of much 

BmnTIpr itimwter thaw foe 

barrel, surrounded by a 
to fill out the barrel, which 
fail* away during the flight. 
Tii» “flight vehicle" for an EM 
gun will be quite different from 
today's yrtti-faniir nmnUfcm in 
order to get the most efficient 
coupling of energy into the tar- 
get it is trying to disrupt, and 
also to p r e v en t it from simply 
vaporising through friction 
with air en route. 

Fort Halstead scientists 
stress that the Kirkcudbright 
family will be a physics dem- 
onstration. not a weapons sys- 
tem. If successful, it could 
evolve into a tank-gun, or a 
stationary anti-tank weapon 
that is relatively easily con- 
cealed, or possibly .an air 
defence system. One forecast is 
that it win be tried in a tank 
before the raid of the decade. 


Data processing budgets 
come under the axe 

Alan Cane considers why business is retrenching 
in its information technology operations 


T he costs and dangers 
inherent in Information 
technology have 
become serious sources of con- 
cern for the leaders of British 
industry. Sir Denys Hender- 
son, *f u d rnian of 1CI, anwnned 
up ihe position by saying: “I 
worry enormously, both about 
the amount we spend on IT 
and the Increasing difficulty of 
Justifying that expense to 
terms of toe bottom fine.” 

His comment on IT costs 
appears in foe awnnai infor- 
mation Technology Review 
pi filldipd by m aTlfl B* wu>n * ran. 

snltants Price Waterhouse.* 
Hie rev iew gives new evidence 
of the risks involved in data 
processing systems. About two 
thirds of UK companies have 
suffered financial loss as a 
result iff computer security 
breaches; 7 per cent admit the 
losses were crippling. 

Over the past five years, UK 
companies have responded to 
these concerns by: 

• Clamping down on data 
iunr pwdng emeu dlture. 

• Appointing IT directors to 
take charge of computing 


Ltially Increasing 
the resources allocated to com- 
puter security. 

The Price Waterhouse 
review, now in Us 11th year, is 

Imwoa OH Iwfann iitlwi fi Yim a 

hmm»i of 750 data processing 
(DP) managers, sampled quar- 


Xt shows that the amount 
companies spent on computer 
equipment and services fell 
between 1988 and 1989 for 
only the second time since the 
review began, despite the 
panel prediction that there 
would be a 9 per cent increase. 

The average IT budget to 
1989, taken across a sample of 
all companies with a DP 
department of five staff or 
more was £2.73m, compared 
with 22.78m tiie previous year. 
Adjusted for fafliiHnn, the fell 
was 5J9 per cent. 

Data processing costs have 
traditionally risen by 10 per 
cent or more annually as large 
companies have sought extra 

iffldime y fornmgh airtn rnatirm- 

ICL, foe UK's only mainframe 
manufacturer, for example, 
says its huge customers’ need 


for computer power is rising 
40 per cent a year. 

In recent years, there has 
been in addition, a drive to 
extend the use iff c ompute rs to 
distribution, marketing and 
sales - using IT for competi- 
tive advantage. 

Around 1885, senior manag- 
ers decided to call a halt to tbe 
spiralling cost of IT Invest- 
ments. fowi dp budgets 
have tended to swing between 
growth and retrenchment 

It has chiefly been data pro- 
cessing departments* budgets 
that have been held down, 
however. Users - that is exec- 
utives and managers using 
personal computers - have 
continued to increase their 
spending at almost 9 per cent 
a year. By 1990, users are 
likely to account for a quarter 
iff all IT expenditure. 

While their “customers’* 
have had been able to spend 
freely, however, data centres 
have found themselves asked 
to do more work with fewer 
resources. The result has been 
a substantial growth in “out- 
sourcing;” the proportion of 
the average DP department’s 
systems development budget 
which is given to outside cot- 
tractors rose from 16 per cent 
in 1985 to 28 per cent today: 
“Nine per cent of companies,** 
the review says, “stated they 
woe implementing a policy of 
*no permanent systems devel- 
opment staff.™ 

it has led to a large Increase 
in the number of contract pro- 
grammers who, working 
through agencies, can expect 
to double their in-house sal- 
ary. Over half of these con- 
tract programmers expect to 
continue working freelance for 
more fo»n 10 years and 43 per 
cent expected to stay freelance 
for life. 

The review indicates the 
extent to which management 
has become concerned about 
the risks inherent in the com- 
puter systems an which their 
business depends. 

Five years ago, a quarter of 
all the companies covered in 
the survey were spending 
nothing on computer security. 
Now only 4 per cent are still 
fo m pth ig fete and the predic- 
tion from the panel was that 


no company will be able to 
neglect spending on security 
within five years. 

Some 20 per cent of the com- 
panies surveyed had suffered a 
direct but minor loss as a 
result of a security failure, 
while a further 10 per cent had 
suffered a consequential loss 
- loss of a customer’s busi- 
ness, for example, because of 
irritation caused fay a malfunc- 
tioning computer. 

About 35 per cent of compa- 
nies bad suffered from both. 
Where the loss was significant 
or crippling, comparable fig- 
ures were three per cent 
direct, 1 per cent consequen- 
tial and 3 per cent both, a total 
of 7 per cent. 

Breaches of security do not 
always imply malicious or 
fraudulent behaviour. The 
review shows that the princi- 
pal problems were errors - 
mistakes by data entry da ks 
and operators - and system 
failures including breakdowns 
in hardware and software 
together with natural hazards. 

Some 13 per coot o f cas es 
were the result of industrial 
while theft «™i fraud 
each accounted for 10 per cent 
of the losses reported. 

How were the breaches dis- 
covered? Forty one per cent 
came to light as a result of 
control systems and security 
checks. Thirty two per cent 
were discovered by subsequent 
audit, while 27 per cent were 
discovered by accident. 

Professor Kit Grlndley of 
Price Waterhouse warns that 
effective security brings its 
own problems: “One of the 
paradoxes of computing is that 
while we are trying to make 
our systems more and more 
awiMiahiw to the users, less of 
a mystery and easier to use, 
the security zealots are seek- 
ing to wtflka tt more impene- 
trable.’* 

The principal cause of secu- 
rity risk, alter all, is the grow- 
ing trend to connect computer 
systems together to provide 
electronic data interchange 
and other capabilities. 

* Information Technology 
Review 1990191; available from 
Price Waterhouse 32 London 
Bridge Street London SE1 9SY. 
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At Compaq, our approach to building personal computers is 
very direct: take the lead* Because our husiriess, like yours, 
doesn’t get anywhere by being a step, or two, or three behind. 

That’s why Compaq consistently gives you the best of the 
latest technology. 

That doesn’t mean rushing to be 
firstforfeesake of bi^fii& Instead 
it means carefully^ 
needs. Then taking a disciplined 
approach so new ideas can be 
developed to their fiilf potential. 

Without compromise. 

This thinking is behind evoy per- 
sonal computer we\e ewer made. 

It’s why we were first to put 



the functionality of an IBM*desktop PC into a totally compatible 
portable. First to tap, and then enhance, the power of the 386 
microprocessor. First to put desktop capabilities into a battery- 
powered laptop. And first to put the performance of a minicom- 
puter system into a personal computer system. 

Within each of these personal computers are technical innovations 
feat have set fee standard for the PC industry: innovations feat have 
made Compaq fee second largest business PC supplier in Europe 
in just 6 years. 

Our position represents more than a number, it represex * 
* a commitment to Europe: Compaq PCs are manufactured in 
Scotland and supported by subsidiaries throughout Europe. 

These steps have given us a rather decisive lead here and have 
left our respected competitors where we were last week, last month, 
even last year. 

comma 
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BARCLAYS deZOETEWEDD 
International Privatisation 


Senior Manager 


Excellent Package 


City Base, International Travel 


Privatisation advice is becoming a sig nifica nt tovMbfc export. Success in the field 
opens many financial opportunities- BZW has an impressive track record in UK 
privatisation and plans to use this to undertake work in Eastern Europe other 
countries where the Group wants to expand Its activities. 

THE POSITION 

O A new and key position woddng it an advisory capacity covering all aspects of the privatisation process, 
principally in Eastern Europe, bu with significant involvement elsewhere internationally. 

O Part of a small established team. liaisi n g dosely with senior management and Governments. 

O Advise on industry restructuring, future business strategies and technical aspects of sales. 
QUALIFICATIONS , 

O Relevant advisory experience with a leading merchant bank. Alternatively a period with the World 
Rank /ETB or international consultancy. 

O Graduate, irWIywirh a professional q uaHflrario n and a Eumpgan bn gnag p Ag°d around 30. 

O WeU developed communication and analytical skills. Computer literate. Confident and mature with 
team spirit and initiative. Willing to travel extensively. 

CAREER OPPORTUNITIES 

O First class opportunity to develop expertise in a growing market. Good promotion prospects. 

$8? Please write enclosing fiiB cv, Ref J1985 

54 Jermyn Street, London, SW1Y 6LX 
THE INVESTMENT BANKING ARM OF THE BARCLAYS GROUP 



Appointments 

Advertising 


appears every 
Wednesday and 
Thursday, Friday 
(International 
Edition) 


For further 
information 
please call: 

071-873 3000 

Jennifer Hudson 
ext 3607 

Richard Huggins 
ext 3460 

Stewart Maddock 
ext 3392 


FINANCIAL TIMES 

|MWH BU1IN11S Nlmwil 


Research Analysts - European Equities ^ 


City 


Our client, a highly profitable and respected European financial 
institution, is in the process of expanding its London-based Asset 
Manageme nt team in order to establish a pre-eminent position in this 
highly c ompetiti ve field. It has the confidence, expertise and financial 
means to achieve this objective. 

Reporting to the Chief Investment Officer; two additional research analysts 
are needed to join a highly motivated, young team of exceptional ability. 
They will be expected to make a major contribution to the achievement of 
ambitious business objectives through effective management of substantial 
funds in all major equity markets world wide. 

The analysts are needed for two geographical regions, one to cover 
Continental Europe; notably Germany, Holland and Switzerland, 
and the other to cover the Mediterranean area, especially 
France, Italy and Spain. In either case, they should have 

a pp ropriate hngnay slcilh anri arfmiifi 3 yfara 1 

experience of covering stocks In these markets. 


£35-50,000 Plus Excellent Package 

The analysts will be expected to assess stock value and suggest investment 
through a rigorous approach to evaluation of companies, sectors and 
markets. 

The ideal candidate will have written and verbal communication skills of 
the highest calibre. Aged around 30 years, they should pos ses s maturi ty, 
initiative, enthusiasm and independence of mind combined with 
intellectual vigour and creativity. This is a meritocratic environment, in 
which emphasis falls on individual performance within a tightly knit 
team. Fast career development will follow success in this role. 

The remuneration package wiB com pri se an attractive base salary, 
generous per fo rmance related bonus scheme, co mpany car and other bank 
benefits, including mortgage subsidy 




oJAMIE© 

ASSOCIATES 




Applicants should send a detailed curriculum vitae to 
Maggie Henderson-Tew at file address below. 


MANAGEMENT SELECTION 

32 ST. JAMES’S SQUARE, LONDON SW1Y4JR FAX: 071-930 7470. TELEPHONE 071-33 9 7595. 
- A GKR Group Company 


Stimulating 

.Environment 

for 

Enterprising 
Stock Selector 


Bankers Trust Investment Manasemen ! Gwup » a wwid 
leader, with global responsibility for 590 tilliOT of client 
-funds. In London BUM has been successfully ma«®ngUK 
pension fond portfolios since 1952 and with active hmdsunder 
management of approximately £2.0 billion we require an 

additional 

• Senior Portfolio Manager 

—UK Equities 

You will be a graduate/chartered accountant, wick at least 4 
years' experience of analysing UK equities with a leading 
financial institution or stockbroker. In addition you will Have 
had several years of hands-on pension fond management 
experience. 

You will contribute to the management of pension portfolios 
from the outset and will possess the self assurance to 
implement strategies and present to Trustees. Key responsi- 
bilities will bet- 

• Inte rpretation of market movements and initiating action 

• Involvement in new product development and marketing 

• Input to Group strategic and tactical asset allocation 
decisions 

• Liaison with senior company management and stock- 
brokers 

You will be an outgoing individual who can join an 
experienced ream and yet relish die challenge of imple- 
menting your own ideas. 

In Older to attract the calibre of portfolio manager needed for 
this highly professional fund management ream we will be 
offering an a ttr act i ve salary and benefits package, including 
p er f o rm a nce related bonus. 

To apply please write in confidence to Jan Hills, Human 
Resources, Bankers Trust Company, 1 Appold Street, 
Broadgate, London EC2A 2HE. Fax: 07 1-982 2262. 

D Bankers Trust Company 


ITALIAN SF KAKmfi CREDIT ANALYST 

c£20-25.000 + Benefits 

A prestigious International Bank undergoing continual 
expansion, require a Credit Analyst to consolidate and 
develop their presence in lending credit administration. It is 
envisaged that the successful candidate will be well 
educated, whilst possessing at least 2-3 years experience in 
credit analysis (i.e. Balance Sheet assessment and 
breakdown, ratio and trend analysis, investigation of 
customer proposals, monitoring facility progression etc.). A 
fluency in Italian is essential. Career, development assured 
for a strongly motivated individual who has the proven desire 
to achieve in a competitive market. 

Please send CV to: Box A820, 

Financial Times, One Southwark Bridge, 
London SKI 9HL 


1 


British Aerospace Pension Fund is looking fora researcher to undertake the 
systematic screening of equities, particularly in the UK. fdeafly,you win also be 
interested in the derivatives markets 


Investment Researcher 


UP TO £25,000 


CITY 


) 


l^assebcrffZbiirron.weareasmaflteamwithbigresponsaxTjties.SoitBanexcellerrt 
training growid for a self-reliant enthusiastic person with a flair for investigation and 
strong potentidthatyou wanttn prow. 

Based in Cannon Street as part ofa daseJy knit specialist unit you win have an 
opportunity tomakea direct contribution to me5tmemdeasioi&Wh& 
much on your own initiative, you will also have plenty of support from the experienced 
people around you. 

If you are a business studies graduate, or someone with around a year's 
teseardi/anaiytfcal experience gated with a ply brokerage, British Aeros p ace offers all 
you would expect from a company of its standing. 

Fbranappikationfoni^ideaseooiitadMeGndaThuri^atlhePenonnd 
Department, British Aerospace pk, P0 Bax 87, Royal Aerospaoe Establishment, 
Faroborough, Hampshire GUMfiYU.Tetephone: (0252} 383684. 


t 



SENIOR FINANCE EXECUTIVE 

GRADUATE, BUSINESS DEGREE 

14 years old, with over 10 years Coropratc AfFairs & 
[Yeasury, Banking and Consulting experience seeks 
haUenging new position. 

Mailed knowledge of European business and banking 
iractices. Fluent French, German and Dutch with practical 
inderstanding of Italian, Spanish and Portuguese. 

Excellent interpersonal skills. Self-starter. Highly motivated. 
, C-numerate. Frequent lecturing - London based. Would 
elocate. 

Phase fax 071 376 0750, or write box no. T6832, Financial 
Times, 

One Southwark Bridge, London SE1 9HL. 


AppEca t kaasarafavitedto 

CHIEF EXECUTIVE 

to iucra— a the sfag nd profitability of ■ «mall 
wp s ntflng translation c ompan y. 

Tbssiouw rsnflliTim win hue 

* good interpeEKBal akilb; 

* uHtioa,maiCT*nduiitialm; 

* O nr a K arto with nYco m pa tar ^yat ams: 

A ttegra, Umgn i * hf hgmmj ki and axpericpca of tbn ta - s nsl i t iaq 
bnfaKMnadMinbta. 

Age limit 40 

Salary and profit rime negotiable. 

Apptjin writing wiUxfcDI C.V. toe 

Mniaglu t DjuiLto 

CHy TniMlaton, 10 Bevia Harks, 
London EC3A7JB 


Assistant Director 


The Securities &Invcsttxats Board seeks to appointa kgal draftsmen on die formobrinn nfmU, 

■ > tf ■ laBaola * ■ ■ T — aLl — m ■ a* • 1 ■ ana m _ 


mature, high calibre individual to tills 


management post within Its Intermediaries Division. The will be to initiate. 


indivklualcascwijrk. An important aapect of the pomtkm 


Division is responsible, inter alia, for the development 
and impkxaentaclon of policy on the marketing, 
advertising and provided of service* In rektibato 
investments offered to the general public. 

^forking within an established and profrmrfopal 


and] 


d iffi ae ut pro jects an n ult anro tuly. 
The xxxessfol candidate will 


: a number of 


qualified graduate, with i 
conunnnication drills. He/ahe i 


: willprobaHybea professionally 
excellent analytical and 


M age ™! ahfliiy together with tact, tenacity, 


c analytical and 
demonstrate strong 
patience 


en ™ p °j^ soccessfol CTc dkhte w ill bc expected to and sound judgement. A successful trade tectJrd, gained 


make an inunediate, and majoc, contribution to the 

formulation of policy. In addition, he/she will have 
naponslbflity for an important new SIB in i tiative to 
improve the quality of product jnfarmarion , jpaifaHe to 
tfaeinvEstoc. 

The role will involve extensive liaison with a 
number of different bodies, including SROs, 

RFBs, professional advisers. Ha de associations 
and government departments. 


within the i 


: sector, is essential. 


commitment to die maintenance and drodfa |OTwi«- of * 
investor protection. 

This position offers an excellent remuneration 
Package, inefadfa g acan 

fagtsndc an d iifato dnnldcMttact 
Pinil Mmrin or Karin Clarke on 
071*831 2000 or write to ^ j 


Michael Ptige City 

consultative papers, instructing International Recruitment Consultants Ti*"4 cf n W C2 B qn. 

London Paris Amsterdam Brussels Sydney 


Credit Analyst 


A key role 
in a rapidly 
expanding bank 


Nbmora Bank Internation al pic, the principal hanlring gwi 

rfdte^k»roraGrotlp,Banalah^OTd^UKbank!^>edaH3m*m 

treasury and corporate fending. As a result of the co m™, tm g 
expansion of our lending activities, we now need an additional 
Credit Analyst to assess the credit rides of corporate clients, liaiited 
recourse transactions and complex <a mf-r»irod I rmri 


to 

m 


an international bank or similar environment. Specialist knowledge 
of qxMficindustries and previous work with US or European 


In return, the right applicant can expect rapid career 

progression mliiK with pafeiiMnce, supported by a 

mmiw r i t iu i t w1«w iwlrnw iw a I hJ: C.ll l 1 - , _ ‘ 


^NOAVURA 

NOMURA BANK I 


Please send a foil car., including salary details to 
jean Hagqapon, Nomura Bank International pic. N rim^ 

24 Monument Streep London EC3R 8AJ. 

NTERNATIONAL PLC 
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/" m fhfire areprecdoTis fewtele- 
m rami progra mmes which 
m, you can turn to week after.. 

-Ml . week wfth the exp ^ tst fon 
that, as often as not, they will 
induce in yon the same sort of 
excitement and awe engendered by 
the beet school teachers; that sense 
of exci temen t iMcb makes you 
want to laugh with pleasure at your 
own hu man cteverness/your ability 
to comprehend what is being 
e xpl ai ned to you. It comes usually 
with the glimm ering realisation 
that yon have -suddenly begun to 
understandsome momentous phe- 
nomenon: what Darwin was driving 
at, the majestic humanity of ghnfr n- 
speare’s greater plays, or the awful 
significance of the equation E«mc*. 
Horizon is such a programme, so let 
us now praise Horizon. 

The se ri es is one of the longest 
running on BBC2. it started 26 
years ago this month, just two 
weeks after the channel opened, 
banning as a monthly magazine 
with the object of “providing a plat- 
form from which some of the 
world's greatest scientists and phi- 
losophers can communicate their' 
curiosity, observations and reflec- . 
tions, and infuse common 
knowledge their rfiawg in p- views of 
the universe.” Fairly quickly it' 
became fortnightly, then, in 1968, a 
weekly documentary on a si ngle 
subject as it baa remained ever 
since - and. happily, fhft f original 

intention has not changed at all, so 
far as <me can see. • 

GratHyingly, as the years have 


TELEVISION 


The unceasing search for wider horizons 

Christopher Dnnldey salutes a series which has never lost its sense of adventure 


passed the audience has grown. 
When records began In 1966 the 
average -andlence was 120,000. By 
1976 ft had risen to just over 2m, 
and tills year, so far. the' average is 
just under. 3m. Cynics might sug- 
gest that the increase has occurred 
because the-programme has became 
tess dp.mandfug and gone tor more 
papular subjects, but mammy and 
present evidence on screen do not 
Dear this ouL 

Production styles at Horizon have 
always varied admirably: an. entire 
school of documentary - chums grew 
out of such programmes as 
Dollar Bubble;” the splendidly 
entertaining account of computer 
fraud, written by Tom Clarke and 
directed by Brian Gibson (who. like 
several other Horizon , directors; 
went on to HoDywbodk That highly 
watchable and scarcely over-de- 
manding programme , appeared in 
1976 which hardly seems to indicate 
a dacHne flabby po pulism. 

Admittedly there -are -now far 
fewer professors wifih white coats, 
glasses, central European 
accents and Vrijite rats than mere 
used to be; these days the typical 
i nte rv te wee ia an Aniaican with a 


beard. (Given the general Incidence 
of beards in the US, the number 
seen in the last half dozen Horizons 
^as to n ishi ng ly dfeproportloiiate; 
Brarnstawm Syndrome presumably 
“ obsessive scientists with no Bmp 
for such effete bahits as shaving). 

Yet the approach to % audience 
fa n o more demotic t te w i it ever 
was. In last month's on the 
Hubblespace telescope we were 
tout “By grinding away 200 lb of 
glass m mi le more than a year the 
upper surface was shaped to a con- 
cave hype rboloid. To see which 
parts were high or low they used 


fnnges." i may not know the precise 
moaning of all those terms, but I 
can catch the general drift and 
would much rather Horizon main- 
tained its standard and tof t me to 
bobble along in its wake ^ n t n g the 
best I can than that it should reduce 
everything to the Janet-and-Jobn 
level elsewhere on television. 

Optimists would say, probably 
with some justification, that there 
are positive as well as negative rea- 
sons to explain Horizon's growing 
audience. First, just as newspaper 
readership keeps on Bfrjftf rig away 


from the tabloids in favour of the 
broadsheets, so more and mare peo- 
ple take an Interest in this sort of 
serious science. Secondly, Horizon 
does seem to get better and better 
at its job: In *ul departments, from 
the photography of microscopic ani- 
mate to the use of graphics, its tech- 
niques keep an improving. 

Tins begins to sound like a piece 
from Dr Pangloss, but naturally the 
series is not beyond criticism. If has 

always bad a strong American ele- 
ment which is becoming even more 
pronounced. This is partly justified 
by Anwrtan eminence in science 
and especially technology, but it is 
hard to avoid the feeling that Amer- 
ican co-production money is what 
really counts. Of the last eight pro- 
grammes four have been pure 
American subjects: this week’s on 
Mount St Helens, last month’s on 
the Hubble telescope and on the 
San Francisco eart h quak e , and the 
me in March an Hurricane Gilbert. 
Moreover the programmes on social 
bisects and on cold fusion were at 
least half American, "waning that 
only three out of eight were truly 
non American. 

There has always been and fa still 


a tendency to accept the tenets and 
attitudes of science and scientists; 
tiie public interest might be better 
served by larger Quantities of 
sturdy journalistic scepticism. The 
March programme giving yet mere 
time to the greenhouse effect theo- 
rists could more usefully have been 
given to doubters; not so fashion- 
ably green, perha ps , but more in 
tine with the nonconformism at the 
heart of so much great science. 

On matters of personal taste; 1 
would prefer most off the foreground 
music to be pushed into the back- 
ground, and most of the background 
music to be pushed out altogether. 
Those who like a particular bit of 
background don't notice it, 
and those who don’t like It do noth- 
ing but notice it — furiously — so 
why bare it? 

Still with the soundtrack, it is sad 
to find that the invaluable Paul 
Vaughan who in the past read so 
many of the commentaries in his 
clear, s» nt> and completely unintru- 
stve voice is being replaced now by 
actors and actresses, some of whom 
are incapable of reading a script 
without vigorously projecting them- 
selves into it Barbara Flynn, one of 


my favourite actresses when I can 
see her, read this week's, and fait it 
necessary to put a note of incredu- 
lity Into tbe statistics: "Five hun- 
dred square kilometres of water!'’ 

But these are quibbles. When 
Horiz on comes up with a pro- 
gramme like the last-but-one on tbe 
use of information technology in 
Singapore, the tone of the 
voice-over is not what you are left 
t hinkin g about Written ?nd pro- 
duced by Nigel Maslin, this pro- 
gramme left me wondering whether 
I wanted to get into the wired soci- 
ety as quickly as possible or to stay 
out of it as long as possible. 

In April 1978 Horizon gave us 50 
eyeopening minutes on the applica- 
tion, of the microchip: pocket calcu- 
lators, unmanned petrol pumps, 
automated supermarket checkouts, 
robot warehousing, and other futur- 
istic marvels which woe going to 
change our lives such as “word pro- 
cessors.” The inverted commas 
were necessary then. Now this col- 
umn is composed on a word proces- 
sor in Kentish Town, fired down a 
telephone line by a modem to the 
FT at Southwark Bridge, and dis- 
tributed to printing plants in Paris, 


Frankfort and New York via satel- 
lite - all thanks to the microchip 
revolution so accurately predicted 
Of Horizon. 

That microchip programme was 
hugely significant not because it 
considered tbe invention of the 
microchip but because it considered 
tire applications. Tbe same fa true of 
this new one on TT in Singapore. We 
saw the application in the running 
of the container port, in teaching. In 
the m ass transit system, In land 
use, and in the internationalisation 
of industry: thanks to FT Apple 
Computers can use "Just In Time" 
toflhniq iiBB at their Singapore plant 
- components arriving “just in 
time” to be used so that only half a 
day’s stock is held, capital is not 
tied up, and space is not wasted. 

Yet It was not that which sent a 
shiver down the spine; nor le arn i n g 
that Singapore’s super-computers 
are not controlled by their opera- 
tors but merely “monitored" by 
them, ft was tbe realisation of the 
calm and deliberate way in which 
the people and government of Sing- 
apore are setting about wiring 
themselves together, and simulta- 
neously setting up fibre-optic links 
to Europe and the US so that they 
can sell their IT services and 
systems to the rest of the world. 

If Horizon's track record is any- 
thing to go by, and it must have one 
of the best of any television series 
anywhere in the world, you can 
expect to be using Singapore IT 
before the end of the millennium: 
just 3,515 days. 


The good, the bad and 
the over -sentimental 

Nigel Andrews looks at some of the frontrunners 
at this year’s CannesTilni Festival 


nn *1® worst-taste joke . 

m ever recorded at a 

H Cannes party was 

-M- that made by a Brit- 

ish film magazine editor same 
years ago. Handed a free pen- 
set by his hosts at a Japanese 
reception, he quipped: “ItH 
never make up for Pearl Har- 
bor." 

Dear me. This man will 
surely be persona non grata in 
the Hollywood of the 1990s, as 
Japanese money moves In on 
the American film industry, 
starting with Sony’s recent 
take-over of Columbia. He 
should also watch his manners 
at Cannes this year, where Jap- 
anese- American accord fa defi- 
nitely top of the menu. 

Gala opening film.- Akira 
Kurosawa's Dreams, produced 
by Steven Spielberg with spe- 
cial by Cwwg i Lucas's 

“Industrial LfgM $ Magic”. 
Equal most popular film to 
date: Alan Parker's Come See 
The Paradise, about American 
internment of Japanese foreign, 
nationals In Wand War Two. 

Dreams opens in Britain next 
week, so .let us leaye fnrther 
tQi tw Barker's 
ft frn mis cheered to the roof by 
the Cannes audience, ever a 
pushover for radicalchlc with 
a populist veneer. Music of syr- 
upy uplift slides over the tale 
of a th roe - gen eration family of 
Japanese immigrants who are 
bundled off to a camp in North- 
ern California during the US 
oackdown after Pearl Harbor. 
Twinned with their fortunes 
are those of hero and Irish- 


Americati union sympathiser 
Dennis Qiudd, who marries 
into the 

Sweeping aver ten years, the 
movie has love, heartache, 
indignation, separation and 
spectacle. fit short no expense 
has been spared: or almost 
none. The only economy, as 
often when writerdirector Paiv 
ter ♦wMiw a Watiwfail rattift 
ceUbre (see Mississippi Burn- 
ing), Is with the truth. Mr P 


mentioning Pearl Harbor only 
once, in a virtual aside, during 

the.2tt-honr movie. 

Since anti-Japanese feeling 
in the US was almost wholly 
attributable to thfa event, in 
which more American person- 
nel died than in the male of 
World War (hie, it is surely 
worth a promin ent {dace in the 
dramatic eouafion? 

: But no. Parker slaloms ele- 
ganfiy past, preferri n g to hash 
away at the lnk|ni> 

ties and Inequities of Unde 
Sam and America's alleged 
xenophobia. S wTrHrriWTrt-a Hirin g 
every- Japanese character bn 
sight, and stuffing Us story 
with more tearful reunions per 

faccmti Hwn any film in mem- 
ory, Parker deariy believes the 
way to an audience's political 
arousal is through its Kleenex 
consumption. 

Come See The Paradise will 
probably win a major prize at 
Cannes. The French love this 
sort: of thing, and so (doubt- 
less) will a jury headed by 
international cinema' s radica l 
sheikh Bernardo Bertolucci. 



It renews one respect for rad- 
ical movies that are truly radi- 
cal. Two films that reared out 
of the Directors Fortnight - 
Cannes’ counter-event to the 
Competition - make the point. 
Shooting Gallery from Hung ar y 
is the electrifying tale of a 
young man who (apparently 
motivelesflly) shoots his father. 
Though taking a “liberal” 
stance by virtue of showing 
compassion with the killer, 
Arpad Sopsifs film also has 
the rearing complexity of Kies- 
lowski’s A Shot Film About 
K&tng. No special pleading, no 
political platforming. And the 
style eschews uplifting music 
and pfil-flugaring ptetoiialfam 
(see Parker) lien: jaggedly imagi- 
native vignettes in van-shaded 

monochrome. 

flfamnl Ameho's Open Doors, 
from ftafa', is more convention- 
ally film ed: slow tempo, quietly 
elegant set-ups. But its subtle 
subversions are a delight, as 
Sicilian judge Gian Maria 
Votanta pans the law for loop- 
holes which will spring a mul- 
tiple murderer named the 
“monster of Palermo” from tbe 
death sentence. The judge in 
turned is judged by a juror, 
who lobs Dostoevsky into the 
debate to make yet more reso- 
nant noises about crime and 
punishment 

Four days in, Cannes 1900 
seems a surprisinriy sober fes- 
tival. No wild publicity stunts, 
no riots. The annual mual of a 
garment-removing starlet has 
not yet happened (unless 1 
missed ft), fold even a tuxedo- 


'sf&ssafl* 



Dennis Quid, Tamlyn Tomtta fright) Caroline Juako King 
In “Come See Tbe PUradlse.” 
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Jeff Fahey and CHni Eastwood hi “White Hunter, BtackBearT’ 
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dad Clint Eastwood managed 
to descend tbe steps of the fes- 
tival palace without being 
mObbeo, albeft throogh a fight- 
ning storm of flashbulbs and a 
thunder of “Saint, Clint” from 
the crowds below. 

Mr E was in town with his 
new film White Hunter, Black 
Heart. This was the most 
eagerly anticipated film of tbe 
opening week. Alas, ft proved 
the most disappointing. Eas- 
twood, impersonating John 
Huston in a film of Peter Vier- 
teTs thinly fictionalised novel 
about the filming of The Afri- 
can Queen, surely cannot fail, 
we all thought But ft could. 

A lolloping storyline about 
whether Eastwood/Huston will 
stay by his camera or charge 
off into the African hush to kill 
a coveted elephant is garnished 
with mysticism, stocked with 
undernourished supporting 
characters and teased out to a 
self-important two hours. Eas- 
twood the director is not even 
redeemed by Eastwood the 
star. He works hard at his Hue- 
ton impersonation. But the 
master of tbs laconic one-linear 
is never at ease contorting bis 
voice into fl orid Irishisms 
of the garrulous Huston. 

StiU, never despair. Other 
fib™ are here to make one’s 
day. Tbe “odds and ends” sec- 


aenrys). Karel T - 

Chaikovsky 

TJSSR) are the first 


tion at Cannes is fast filling up 
with strange delights. Whit 
StiUman’s Metropolitan is a 
witty , pixilated comedy about, 
the partygoing fife of the New 
York "preppy” (America's 
answer to Britain's debs and 
Hooray Henrys). Karel 
Kachyna’s The Sue (Czechoslo- 
vakia) end Pavel Loungume’s 
Taxi Blues (USSR) are the first 
fruits of a freer Eastern 
Europe, lampooning bureau- 
cracy and substituting party 
spirit for Party spirit. And Ber- 
trand Tavernier’s touching 
Daddy Nostalgic Is a category- 
defying comedy-drama about 
love and death in an 
Anglo-French family. 

Dirk Bogarde is Dad, dying 
gracefully and volubly. Odette 
La ore fa Mum, hiding the 
whisky bottles. gnnWing up the 
Coca-Cola (strange addiction). 
And the wonderful Jane Bir- 
Wn, who raises the buck- 
toothed smile to high art, fa 
their conciliatory daughter, 
trying to relate the father she 
knows and loves now to the 
one who ignored her as a child. 
Slugging ft out in the South of 
From*, thfa trio distils every 
family emotion we have ever 
known. Place modest bets now 
an Tavernier far best director 
prize, and on Birkin and 
Bogarde for acting accolades. 


Desire 


AiJMBIDA THEATRE 

With his latest play Desire, 
David Lan completes a trilogy 
that began life, more than a 
decade ago with The Winter 
Dancers and Sergeant Ola at 
the Royal Court Where its pre- 
decessors were set respectively 
in British Columbia and New 
Guinea, the focus this time fa a 
rural Zimbabwe emerging from 
the schizophrenia of revolu- 
tion. The cultures described 
are different, but the sequence 
fa a chronological and there fa 
a common theme - informed 
by Lan’s work as ethnographer 
- erf the demonology of the 
tribal conscience struggling to 
find its own solutions to guilt 
and oppression. 

In Desire, set a century after 
The Whiter Dancers, the enemy 
fa w ithin communities which 
have closed their eyes, through 
necessity, to tbe various forms 
of betrayal: Freedom, an alle- 
gorical wraith in combat uni- 
form, fights for possession of a 
young village woman who can- 
not make up her mind between 
her father (Louis Mahoney), a 
tribal elder, or the fresh-faced 
young tsetse fly-sprayer (Cyril 
Nri) who has bought her as Ids 
bride. 

It to basically a story of exor- 
cism, through possession, cul- 
minating in the frenzied 



Vicky Ucoirish 

acknowledgement of a collec- 
tive guilt Freedom (Marcia 
Myrie), in fife a guerrilla, was 
Bhopped by her own father, her 
death was accelerated by the 
fly-sprayer and her body dese- 
crated by the village elder, who 
tore his bicycle away from her 
where she lay, presumably 
wishing to avoid incrimination. 
. Fear, officiousneaa. despair and 
ambition all played a part in 

hm itoith 

The trouble with the play, 
which seems far -longer than 
its 90 minutes, fa th« time that 


Lan takes to get to bis point 
Even when he does, there is a 
sense that he has somehow 
managed to leave the central 
c onfron tation on the sidelines. 

It surfaces, briefly, through a 
young revolutionary called 
Danger, who witnesses the 
exorcism in some perturbation; 
“We fought to give them bade 
a sense of who they are, their 

trained' in Finland, Cuba**- ft 
TnaVai mn uneasy.” 

The conflict of ideology and 
style that he represents is cur- 
sorily thrown in at the end of a 
fable which, in its fragmentary 
early scenes, seems unneces- 
sarily thin, whisked into an 
atmospheric folksiness by 
director Andrei Serban, with a 
running percussive backdrop. 

Both the acting and direc- 
tion begin to become impres- 
sive when the drums sweep the 
company into a final frenzy led 
by the diminutive Vicky Ldccar- 
ish, whose voice and body do 
indeed seem possessed by 
something bigger and more 
brutal than herself. All well 
and good, but one fa left feeling 
that Lan himself baa somehow 
managed to evade tbe spectres 
ha has raised. 

Claire Armitstead 


BARBICAN HALL 

Chaikovsky, born ISO years 
ago, was offered a diverse bag 
of musical tributes, some 
slightly fine d, at the English 
Chamber Orchestra's Anniver- 
sary Concert on Monday. The 
programme was not filled 
entirely with familiar stuff — 
there is a good deal of 
little-known Chaikovsky 
tucked away beside the exces- 
sively well-known - but the 
execution failed to make the 
mixture a properly balanced 
one. 

So Raphael Wallflsch gave 
us not only tbe Rococo Varia- 
tions but also the little Noc- 
turne for oeBo and orchestra, 
an adaptation of a piano piece, 
and a particularly touching 
small piece of the elegiac Chat 


ARTS GUIDE 


-THEATRE 

London 


Anytidna Goes (Prince Edward). 
Cole Porter's silly ocean-going 
1330s musical in Jerry Zak’s des- 
perately bright production Is 
undemanding fare 0®* 8951* cc 
8383420). 



Jeffrey Bernard fa Unwell 
(AjwlloX Tool Cooott fa the aloo- 
hoBc journalist in Keith Water- 
boose’s fine play, tbe season's 
M g hH g hfc, from Ber- 

nard's own writing. Ned Sherrin 
directs (487 26©). 

Aspects of Love (Prince of 
Wales). Andrew Uojfd Webber’s 
latest fs a chamber operetta 
derived from David Garnett's 

1S55 novella. Musically mterest- 
iogand wj directed by Trevor 
Nunn. (639 5972). 

Bos Stop (LyrfcX Gam revival 
of WUlhbn inue’s 1B5B Kansas 
comedy, with Jerry Ball ma kin g 
her West Sid debat Plenty of 
Mow bat not much grit 
(4378886). ^ 

ShadawlHnds (Queen's). Weepfe 
about the tow affair between 
crusty Oxford writer CA Lewis 
and the cancar-riddted Ame rican 
poet Joy Davidman in Wlllfam 
Nlchofaan's pfay.EQfch Moshto- 


Now York 

Cat on a Hot Tin Roof (Eugene 
CNaifl). Kathleen Turner, whose 
statuesque good looks embody 
Tennessee WflUams’ vibrant 
character Maggie, fa surrounded 
by an excellent supporting cast 
in Hdwaid Davies’ production, 
toapes t£ Wrath (Cent). The 
Steppenwotf company's interpre- 
tation of the Steinbeck epic novel 
brings aHve tbe 1930s In its 
squalonr as wUfl as its test of 
human strength. Gary Sinfae 
as Tom Joed, stands out in Frank 
Gaiatl’s adaptation. 

H ei di Chronicles (Plymouth). 
Wendy Waasersteln’s award-win- 
ning drama covers 20 years in 
the life of a soccessfal American 
baby boonmr accompanied by 
musical end ftmntintial fla - 

voureff the period 


Cats (Winter Garden). Still a 
sell-out, Trevor Nunn’s produc- 
tion ofT-S. Eliot's children’B 


(239 8200). 

Gypsy (St James). Thfa 80th amu- 
vwrary production does more 
than rensu a rich, vivid musical; 
ft also introduces a new belter 
in the Merman tradition. Tyne 
Daly, as the bossy Rose, who 
ghatngtessly iearig her daughter 

into burlesque. 

(2480102). 

Grand Hotel (Martin Beck). 
Tommy Tune, Broadway’s pres- 
ent musical doctor, directs thfa 
remake of the Garbo film 
(346 QMB). 

Sweeney Todd (Circle in the 


(7341166/438 3849). 


Stuttgart 

Makal City Theatre. MUrianstn 

12. Peter Makai, director of the 
- Sta tt g arthased Interna t i onal 
Festival of Mime, now to its 
eighth year, has put together 
U truly woriddsas programme. 

Sad* June 4 (0711/626206). 


the Soudhdm-Whuder musical 


ness of Bob Gunton as the demon 


Jerome Robtens’ Broadway 
(Imperial). Anyone attracted by 
the notion of three hours of film 
trailer previews win adore this 
compendium of Bobbins’ directed 
and choreographed plays of the 


lies MfafiraMes (Broadway). The 
magnificent spectacle of Victor 
Hugo's majestic sweep of hfetocy 
and pathos brings to Etoadway 
lessons in pageantry and drama 
(239 8200). 

Phantom of the Opera (Majestic). 
Stuffed with Maria Ejomsan's 
gilded sets, Phantom rocks with 
Andrew Lloyd Webber’s haunt 
ing melodies in this mega-trans- 
fer ftnm London (299 6200). 

Washington 

Serafina (Kennedy Center Opera 
House). The spirited teenage cry 
for freedom, tnnhuiine «iwm 
ena ctments of pdHce Brutality, 
brings the hypemaltty of South 
Africa home with a ttvdy beat 
Ends May 27 (487 4600). 

Chicago 

tfade Vanya (Goodman). Michael 

TUfaggin diM te .tnhn l Jnhtmfty 
m David Mamet’s new adaptation 
of the Chekhov classic. Ends 
May 26 (448 8800). 

Steel Magnolias (Royal George). 
Ann Francis and Marcia Hodd 
play the leads in this view of 
southern Ufa Dram under the dry- 
ars tn a busy hairdressing estab- 

Hshment ($88 9000). 

Fr aternity (Pegasus Players). 

Jeff Stetson's pftHtfc*! drama 

focuses an the civil rights move- 
ntetf: to explore fasnre of princi- 
ple and compromise. Ends June 
8(2712638). 


Mr Wallflsch is a well- 
schooled, highly responsible 
performer whose playing, here 


May 11-17 


A Chorus of Disapproval and 
The Beggars Opera (Court). With 
clever son Printing, Alan Ayck- 
. bourn's com ed y about putting 
on The Beas/ar's Opera appears 
to repertory with the work itself. 
Ends Hay 27 (7E3 4472). 

Tokyo 

KabukL Kabuld-zsL Performances 
thla month feature two leading 
onnagata (specialists to female 
roles), as well as a traditional 
name4aktog ceremony. The high- 
light Of the 420pm show ia a 
famous scene from Meiboka Sen- 
dai Bagi (The Disputed Succes- 
sion), one of the classic “loyally 
plays* of the Japanese theatre. 
EroeBent earphone guide to 
EngUahandEmcUshrlammage 
programme. BidsMay27 (641 . 
3181). 

Kto* Lear. (Sogetsu Sail near 
Omotesando) Japanese avant 

garde director, Tadashi Suzuki, 
working with American actors, 
has produced a radical reworking 
of Shakespeare’s tragedy (to Jap- 
anese). From Tuea <408 U26). 
Hamfet. (Parco Theatre) Per- 
formed in Russian by the 
Moscow Theatre of the 
Sooth-West, said to be tbs 
■ USStts only self-supporting com- 
panr- Opens Thursday (370 2693), 
rear Gyut (Aoyaua Theatre) 
Japan’s most famous director, 
Ynkio Nmagawa, tackles Ibsen’s 
"tmstemabte' masterpiece* with 
a cast headed by two popular 
you ng roc k singers. In Japanese 
(2017777). 

Nob. (National Nob Theatre) 
Atakm the famous story of the 
servant Banket and his lord , 
Ybshtteune, who disguise them- 
eehres as itinerant priests to pass 
a milit ary checkpoint Wad at 
lpm (423 1331). 


at least, wanted the bravura 
projection required to fift the 
musk: across the windy Barbi- 
can spaces and give it a prop- 
erly larger-than-life Identity. 
The Variations trotted pleas- 
antly on; tbe element of virtu- 
osity was absent not in the for- 
mation of notes but in the 
Spirit behind fjnrm 
A choral group, five unac- 
companied liturgical pieces 
given by the Kastalsky Cham- 
ber Choir under Ivan Moody, 
dragged badly, quite lacking 
any Russian Orthodox emo- 
tional Intensity - in spite of 
their name the httTw choir gave 
an un diluted display of appfi- 
qnd English choral profession- 
alism. For the occasion the 
ECO had commissioned from 
the young Russian composer 
Elena Firsova a concert- 
opener, Autumn Music, that 
was little more than a sptmout 


stretch, not unpleasant, of 
amorphous nature images: if 
any Chaikovsky recollection 
was achieved, I missed it 
entirely. 

What saved the concert was 
the Serenade in C at the end. 
Vassily Sinaisky, a Karajan 
Competition winner and a Bot 
shoy end Ma ly Theatre conduc- 
tor, seemed to be trying to 
draw from the staid ECO 
strings a vibrantly rubato- 
todan response beyond their 
Current means. 

But the attempt, at least, 
was impassioned, the result 
unpredlctably lively. We 
remembered at last why we 
who there, and what there was 
about the anniversary object 
worth celebrating. 

Max Loppert 


Prague Chamber 
Ballet 


BRIGHTON FESTIVAL 

They order these things 
differently in Czechoslovakia, 
if tbe Prague Chamber Ballet fa 
anything to go by. “Ballet” is a 
term all too loosely used there 
to cover a dance-style slack in 
its physical demands and 
nnsubtle in its aims. And 
though one may understand 
some of the circumstances that 
surround the activities of this 
small ensemble - presented at 
the University of Sussex Gard- 
ner Centre as part of the Brigh- 
ton Festival - there is no 
escaping the predictabilities of 
what fa on offer. (These are as 
much cliches as those of any 
email ballet company in this 
country, thnn gh for our classi- 
cal pretensions and winsome- 
ness, the Czechs substitute 
angst and Jokiness). 

Pavel Smok is director and 
chief choreographer of the 
company , but the first item in 
Monday night’s programme 
was a realisation of a set of 
Dvorak waltzes by Katerina 
Frankova. Three couples did 
interminably what one mi ght. 
expect, and the girls wore the 
sort of dresses one hoped they 
wouldn’t. Mr Smok’s Prom my 
Life was, of course, the Sme- 
tana first string quartet, with 
three more couples haring a 
hell of a time, aided by the 
spectre of the c o mposer's deaf- 


ness, more peasant waltzing, 
and an earnestness of manner 
which did not disguise the tur- 
gid nature of the choreogra- 
phy. 

With companies such as this, 
I have a feeling that there 
should be a footnote in the pro- 
gramme which abjures us: 
“Don't watch the steps; read 
the message!" And if anguish, 
like love, were all - and it 
often is in works of thfa Mud 
— then we might succumb 
more willingly. 

The final Smokoviny lies in 
the shadow cast by Jiri 
Kylian’s horrible Symphony in 
D, with frenetic' capers again 
crucifying a classical score. 
This time ft is Mozart’s third 
violin concerto - time to man 
tire barricades and put a stop 
to barbarism - which is 
daubed with such physical 
graffiti as Mr Smok’s wit can 
devise. 

Gftris are manhandled; bodies 
loop over the floor and are 
trodden on; the dancers are 
very, very amused by it all, 
and occasionally yelp to let us 
know what fun they haring. 
How afinxuig are the exit signs 
in the theatre as yet another 
Czech behind rears merrily at 
us, or another nose fa tweaked. 

Clement Crisp 
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The role of 
sanctions 


W hy not get out your com- 
puter-aided design kit 
and have a go at re-shap- 
ing die Euro p ean Com- 
munity? Virtually everyone else is, as 
the EC gets set for another lurch 
t o war ds doger integration. 

The plans are pouring in. Some of 
them are pragmatic but puny, like 
those from Britain; others are vast 
but vague, as from France and West 
Germany. The winning design will be 
a compromise, not to say a mish- 
mash, so as to please all 12 EC states 
on the judges paneL But such is toe 
prevailing climate of majority opinion 
that the odds are an first prize going 
to something that will give toe Euro- 
pean Parliament substantially lugger 
powers In making laws, the European 
Commission and Court greater chmt 
in enforcing such laws, and the Coun- 
cil of Ministers a larger rote in run- 
ning a more common foreign policy. 

Remember, too, to get your plan in 
early. The competition schedule Is 
hectic. To mor row toe Parliament alts 
its views In Strasbourg, before 
assorted ministers from toe 12. On 
Saturday the venue switches to Par- 
knasilla in south-west Ireland, where 
foreign ministers nwcting mwiw the 
Triah presidency of tha RQ wrfn fatlw a 
first stab at reconciling their govern- 
ments* differing views on the agenda 
of the conference about political 
union. They will have a second stab 
in mid-June. 

A few days later m Dubfin EC lead- 
ers will call a treaty-revising confer- 
ence on “political union" to start by 
year’s end. But they may not have to 
hold their breath that Long; energetic 
and federally-minded Italy, which 
takes over the presidency for toe sec- 
ond half of this year, has pencilled in 
a special summit for October. 

AD, this is taking pTarft wily three 
years after the entry into farce of the 
Single European Act (SEA), which, 
reinforced the Co mm u nit y’s supra-na- 
tional character by extending major- 
ity voting, and created a formal struc- 
ture for common foreign 
policy-making known as European 
Political Co-operation (EPC). But 
some of what Is happening now flows 
directly from, the sba negotiations of 
1985-86. Gove r nments are i Ww interHug 
pet projects that got buried at that 
time, while also trying to remedy the 
“democratic deficit” that the SEA is 
perceived to have slightly worsened; 
Co n trol by national parltawwita over 
their governments becomes moot 
when those governments can be out- 
voted in Brussels. Other catalysts for 
action are, of course, the newly-felt 
needs to bind pan-Germany into the 
floir m ii i wHy mwi to fill th«» pnHHc<l 

The only area In which 
the UK wants to see the 
Parliament’s powers 
increased is in better 
auditing of EC spending 

vacuum left by the cnTlapm of Soviet 
power in eastern Europe. 

With all the solutions now on offer, 
it has been easy to lose sight of the 
problems: 

• Inefficiency. The SEA left some 
iinrial, aitfl n mn wntiil and all tax mat- 
ters subject to unanimity. This is 
'where the remaining roadblocks to 
the stog ie market are to be found. 
Belgium, so far file oulv iww m nnvpnt 
to come up with a detailed political 
reform p lan, has p roposed open ing 
these sensitive areas to majority vot- 
ing. Italy backs the idea. Must other 
governments wfll probably draw the 
line at letting themselves be outvoted 
on tax. 

To deal with backsliding govern- 
ments which ignore E u rope a n court 
rulings, Belgium - itself no mean 
backslider - has suggested reinforc- 
ing the Court’s authority by perhaps 
denying recalcitrant states access to 
Community fanda. This has the sup- 


FRESIDENT F.W. de Klerk has 
worked bard to end South 
Africa's isolation. There are 
good grounds for hoping that 
the transformation of South 
Africa is under way. Yet there 
Is more to do. The apartheid 
constitution and the principal 
apartheid laws are still in 

plarp 

The progress made so far is 
encouraging. Mr Nelson Man- 
dela has been released. Many, 
though not yet all, political 
prisoners are now out of JaU. 
The African National Con- 
. gross, the South African Com- 
munist Party, and other for- 
merly proscribed organisations 
have been unbanned and the 
state of emergency has been 
eased. These moves, taken 
together, paved the way for the 
recent historic meeting 
between the South African 
Government and an African 
National Congress delegation 
led by Mr Mandela. Both sides 
committed themselves to a 
“peaceful process of negotia- 
tions” and both appeared will- 
ing to give ground. 

One consequence is that Por- 
tugal, possibly Mwwmpgnipd by 
Britain, may suggest at the 
forthcoming Dublin summit of 
the European Community that 
there should be a removal of 
EC sanctions, to encourage the 
negotiating process. 

Encouraging dgmls 

The question, is whether this 
is necessary, or desirable. As to 
the first, the South African 
President has already been 
sent signals of encouragement 
Mrs Margaret Thatcher ended 
Britain’s voluntary bans on 
investment and the promotion 
of tourism in an immediate 
response to the release of Mr 
Mandela. Of perhaps greater 
id gntfiranffw is the feet that Mr 
de Klerk has not had to endure 
the pariah status inflicted cm 
his predecessors. He is being 
welcomed in various European 
capitals ; thin weekend he will 
spend time at Chequers, the 
country residence at toe Brit- 
ish Prime Ministe r. He has 
enjoyed a cordial reception in 
several African sfa tri, and be 
has been invited to meet Presi- 
dent George Bush. 

As to whether a coordinated 
lilting of sanctions by the EC, 
the United Nations, the Com- 
monwealth and the United 
States is desirable, the answer 
must be - as soon as possible. 


Solutions for 
the debt problem 


“AN IMPROVEMENT in the 
economic performance of 
indebted develcralne countries 
remains one of the foremost 
international economic priori- 
ties for the 1990s.” Thus wrote 
the staff of tire International 
Monetary Fund In its World 
Economic Outlook, published 
this month. Unhappily, the 
objective of ending the dght- 
year-old Third World debt cri- 
sis remains as elusive as ever. 

The governments of industri- 
alised countries have. It Is 
true, made important conces- 
sions to the hea vily-inde bted 
countries over the past two 
years. Many have converted 
aid loans into grants. At toe 
1988 Toronto summit, heeds of 
government agreed on a for- 
mula to allow relief on the debt 
owed by the poorest African 
countries to export credit agen- 
cies. Last year saw the adop- 
tion of an initia tive of the US 
Treasury Secretary, Mr Nicho- 
las Brady, which encouraged 
the use of resources - mainly 
from the International Mone- 
tary Fund and World Bank - 
to encourage hanks to writeoff 
some loans to middle-income 
countries. 

Although the financial bene- 
fits that have accrued to devel- 
oping countries have been 
modest so for, policy-makers 
have at least shifted the focus 
of toe strategy away from fur- 
ther increases in debt obliga- 
tions and towards a lowering 
of debt burdens. They have 
also conceded that onerous lev- 
els of foreign debt can be an 
obstacle to the adoption of des- 
perately needed improvements 
in economic policies. 

Anomalies 

Unfortunately, the developed 
countries have not followed 
this realisation to its logical 
conclusion. As currently con- 
ceived, the debt strategy is frill 
of anomalies and contradic- 
tions. For example, govern- 
ments have persuaded com- 
mercial banks that their loans 
to mMfflfrincame debtors are 
no longer worth 100 cents mi 
the dollar, but they persist in 
the illusion that this is not 
true of ofiBdal export credits. 

This produces the absurd 
result that Mexico is better 
treated than Poland. Poland 
owes two-thirds of its $41bn 
foreign debt to western export 
credit agencies, which - 
although they are not demand- 


Log Interest payments until 
April 1991 - have not con- 
ceded debt writeoffs. Mexico, 
however, which owes most to 
western hanks, has just com- 
pleted a package to lower its 
$100tm debt burden. 

Apart from the big four debt- 
ors - Argentina, Brazil, 
Mexico and Venezuela - 
nearly all indebted countries 
owe more to western govern- 
ments than to bank creditors. 
Any comprehensive initiative 
to resolve the problem of Third 
World debt must tackle debt 
owed to the former. This may 
well reduce new export credits 
to rescheduling countries. So 
be it. Experience suggests, In 
any case, that the use of tied 
export credits is for too often 
of dubious benefit to e c o n o m i c 
development 

Write offe 

Debt relief should not be 
extended to loans from interna- 
tional financial institutions. If 
it were 'forced to forgive 
arrears, the IMF’s role at the 
heart of the financial system 
could be totally undermined. 
Similarly, write offs would 
raise the cost of borrowing for 
the World Bank and other 
development banks, and so 
damage the cause of develop- 
ment in the long term. 

Equally, a widening of debt 
relief must not go ahead on a 
purely ad hoc basis. The Fund 
and Bank should, instead, act 
analogously to domestic bank- 
ruptcy courts. Their role would 
be to ascertain toe ability of 
heavily indebted countries to 
meet their current debt har- 
dens, while sustaining eco- 
nomic growth and political sta- 
bility. Where that com bi na t i on 

seems impossible, they should 
recommend adequate levels of 
debt relief, while Instating 
upon the quid pro quo of a sat- 
isfactory progr a mme of eco- 
nomic adjustment 

Contingency clauses to bene- 
fit both creditors and debtors 
in case of external ecOMMfc 
shocks could be included, but 
any debt relief package should, 
if pnwflilp , be mice and for aQ. 
The arbitrary divisions which 
r m run f l y separate candidates 
fin various forms of debt relief 
would disappear. Instead, a 
general a s sessment of a coun- 
try’s long-term abffity to pay 
would end in a proper division 
of the burden between the pri- 
vate and flffMai creditors. 


but not quite yet For there 
remain grounds for caution. 
Although the outcome of the 
talks with the ANC was 
encouraging, that did 

no more than prepare the way 
for the major challenge to 
come: formal constitutional 
negotiations, involving other 
organisations such as Chief 
Mangosutho Butbelezl’s Inka- 
tha movement, phis toe white 
opposition parties, at which a 
wide gap has to be bridged. 

Constitutional device 

The argument wfll be about 
the entrenchment erf minority 
or group rights. To date such 
constitutional devices have 
amounted to disguised forms of 
maintaining white rule; Mr de 
Klerk has not yet conclusively 
demonstrated that this is no 
longer his government's pur- 
pose. Mr Gerrit VUJoen, toe 
Minis ter for Constitutional 
Affair s, foiled to clarify this 
last weekend. An “unsophisti- 
cated majority vote, he 
warned, led to one party dicta- 
torships. Individual rights, he 
suggested. Included the right 
to live in a “community con- 
text” and the provision of 
“own schools” which receive 
state funds. The ANC has said 
that Jt is tO 8 hfll of 

rights, which would include 
provision for a multi-party 
state, but it has repeatedly 
stressed its apposition to any 
system which allows racially 
determined guarantees of 

minority right* 

Once the principle of genu- 
ine democracy, which must 
tnftan majority rule, has been 
irreversibly conceded, the ANC 
wfll find it difficult to justify a 
refusal to accept entrenched 
constitutional safeguards for 
those who feel their natural 
human or minority rights 
might be under threat. The 
present situation, however, is 
that on substantive matters 
the South African government 
has so tor delivered premises. 
It would take an enormous 
hap of faith to withdraw offi- 
cial sanctions on that basis. 
The sanctions of toe market- 
place will remain in force until 
there is an assurance cf politi- 
cal stability. Mr de Klerk’s aim 
is to lead ids country on a trek 
back Into the world commu- 
nity. The EC should signal that 
its aim is to welcome a prop- 
erly democratic South Africa, 
Just as soon as it can. 


Europe on the 
drawing board 

David Buchan and Edward Mortimer on the competing 
blueprints being studied by the EC’s 12 member states as 
they forge ahead in talks on political union 
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port of the UK, which last week asked 
the Commission to widen the scope of 
Its finger-pointing reports on the 
implementation of single-market leg- 
islation. The Cornnriaslon responded 
favourably. The only area in which 
the UK w ant s to see the Strasbourg 
Parliament's powers increased Is in 
better auditing of EC spending. 

“We would like to see Commission- 
ers and their directors-general as 
scared of the European ParUament’s 
budget control committee as White- 
hall is of the Public Accounts Com- 
mittee at Westminster,” says a UK 
diplomat. Britain’s -EC prtnarw find 
this approach too much that cf the 
policeman or chartered to 

appeal 

• Lack cf democ ratic co ntrol. The 
SEA gave the P arliame nt power to 
amend single-market laws, but only if 
the Commission accepts the amend- 
ments and if thp fln tmril flawuX find 
unanimity within itself to reject them. 
Generally, therefore, the Council has 
the final say. Under the Belgian plan, 
tiie Parliament would have the back- 
stop power to annu l any legislation. 

British diplomats believe this to be 
unacceptable to most governments, 
which would not tolerate MEPs block- 
ing something which had been twice 
through toe CoundL In fact, yester- 
day toe lSOetremg SodaUst group, the 
largest in toe Parliament, said tills 
annulling power would be seen as a 
spoiling tactic, and its top priority 
would be the right of “coded si on” - 
an equal say with the Council 
throughout the whole process of legis- 
lation. 

Even Italian diplomats say they 
would only give Parflament coded- 
skm-with the Council on all interna- 


tional agreements: at present Pariia- 
menfs approval is only required for 
certain ^association” agreements with 
third countries and for admitting new 
members to the EC. Yet, calculations 
by Britain and by France (which is 
less than totally k een on increasing 
Parliament ’* powers) could be upset if 
Chancellor Helmut Kofal really means 
what be has been saying -that MEPs 
most have more influence by the time 
of their next election in 1994 — and if 
others follow his lead. 

The frustration of watinwai parlia- 
ments about power drifting away 
from them is widely agreed. There is 
no a g r eeme nt on what to do about it 
The wm of wAtinwai teUrfnra send- 
ing hwm of their number to ™i» up 
a E ur opean Senate ar upper house 
has won few converts, either in the 
actual Par liament (which does not 
want eompu tftirfm) or among national 
MPs (most of whom do not want the 
strain of being in two pl a ces at the 
same time, as was the case before 1979 
when MEPs started being directly 
elected)- Opponents of a Euro Senate 
argue that the nation states already 
have their rep resentation in the Coon- 
cfl of Ministers, which is effectively 
the upper house of BC law-making. 

Another idea, falling well short of 
an upper house, is being canvassed by 
Sr Lean Britten, the senior British 
fi nniniiMrionwr in Brussels: a Commit- 
tee of National Parliaments would be 
farmed to hold periodic meetings with 
the Council of Ministers ana issue 
advisory opinions as to what should, 
and what should not, be le gislated at 
the EC leveL But MEPs need to 
unrnffie the fe athers o f nationa l MPs - 
they know any treaty revisions giving 
Strasbourg more power must be rati- 


fied by the pwri fa mg nhi of the 12. 

So. they will be inviting national 
MPS to a special joint meeting this 

n nl u mn to Hwm flip fiiUmrin g- 

“Yes, power has slipped out of your 
grasp — but it hasn’t landed in our 
Jm Jt ban kmM fn that of the COUn- 
cuT a secretive body which needs caB- 
fag to a ccou nt . So lt is the duty of us 
all to see this democratic * gap 
plugged.” In Strasbourg, of course. 

• Foreign policy schizophrenia. Does 
the EC need to present a single face 
and voice to the outside world? More 
than ever, say all 12 EC states, and 
the two most powerf u l. France and 
Germany, are indeed calling for 
"defining and putting into practice a' 
common foreign and security policy.” 

■ But how to do it? The EC has long 
operated a distinction b et ween eco- 
nomic matters such as twifc which 
the Corniulsskm negotiates on the 12*8 
Muiif 3nyi political attitudes t ow a r ds ■ 
third countries, which the 12 concert 
through Am EPC rather flam Commu- 
nity framework. 

TMs dividing line has almost disap- 
peared in theurea of Community Ost- 
poUWc. Such outsiders as the US and 
Japan helped start the rot when a 
year ago at the Paris western summit 
they agreed that the European Com- 
mission should be the co-ordinator of 
all western aid to eastern Europe. 
Since then, foreign ministers have 
been co nv ening their Brussels-based 
EC ambassadors and home-based 
political directors around the same 
table to discuss eastern Europe. The 
blurring of the Commimity/EPC split 
is scarcely surprising, since the 12 
have the highest political stakes to 
helping eastern Europe. But what 
they have to offer - aid and particu- 


jaiiy trade - is clearly Community 
territory. 

Belg iu m now advises further blur- 
ring or “convergence”, with a special 
mixed task force of national and Com. 
mission diplomats created to co^nfi. 
nate policy on east Europe. The 
recent muddle over visas for east 
Europeans shows better coortfinatimi 
Is vital, claims a Belgian diplomat 

Significan tly, however, even the 
\Atra-comrmtnautaire Belgians have 
not suggested obliterating the EPC 
distinction altogether. Foreign minis, 
tries just do not want to pot their 
policy co-ordination through tite.stan- . 
daxd Co mmunity mangle. Like cental - 
bankers, they mistrust EC institu- 
tions as leaky? the small EPC secretar- 
iat is housed to the Council building • 
in Brussels but has tighter security. 

The Commission may he Europe’s 
foreign ministry-in-waiting,. bat sti H 
has some waiting to da Its external 
relations department has 600 people 
to Brussels and abroad - the same 
number os the British embassy in 
Washington. The Commission Is 
gtrfmg to areas of tra d i tiona l activity, 
such as aiding black Africa, but only 
iw« year will it establish two mis- 
sions (Warsaw and Budapest) ineast- 
em Europe, 

The opposite way to get coherence 
is for EC governments to take back all 
“Mgh policy” into their hands, leav- 
ing the Commission to cany oat “low 
policy". France may have just this 
mind, judging from noises out of Paris 
that the European Council (the group- 
ing of EC heads of government) 
whnnifl become more active and gain 
continuity with some grand person- 
age becoming its president for a two- 
year team Such ideas make Mr Jac- 
ques Delors, the Commission presi- 
dent, nervous that foreign policy may 
slip out of, just as it was slipping into, 
Brussels’ grasp. They would also 
probably set Mr Mitterrand ait odds 
with Chancellor Kohl whose only 
. reform foots seems to be on the Par- 
liament. 

- Partly on the assumption that the 
Franco43erman axis wfll come apart 
on political reform, Mrs Thatcher says 
that the coming negotiation over 
political union will be shorter and less 
fierce than that on monetary union. 
This , may be optimistic. For the EC 
may now have to address the kmg-un- 
mudh a about its final shaue. 

The kayto this is subsidiarity, the 
principle that the EC should only do 
what it can do more efficiently than 
states or regions. Already to dispute, 
subsidiarity will be at the heart of 
next year’s negotiations on monetary 
union. For the first time to the Com- 
munity’s Ustory. people are frying to 

Mis Thatcher says the 
coming negotiation over 
political onion will be 
less fierce than that on 
monetary union 

pin down an answer. Ex-President 
Valfiry Glscard d’Estaing, now an 
MEP, has produced a report spelling 
out which powers should go to the 
Community and which should stay 
with the states, to the report, to be 
debated shortly in Strasbourg, be sug- 
gests: “The Community and the mem- 
bra- states wfll soon reach a point of 
equilibrium regarding the allocation 
of powers. It wfll then be possible, as 
to a national federal system, to estab- 
lish a fairly dear dividing line, laying 
down rules which will be sufficiently 
precise and whose application might 
be subject to judicial supervision." 

Mrs Thatcher herself has fuelled 
the debate by demanding prior elimi- 
nation of what would not (monar- 
chies, etc) be affected by political 
union. Though the outcome of the 
negotiations might itself be modest, 
tin day of a stand-up argument over 
the EC’s ultimate destiny may be 


Changes in 
the codes 

■ There is a great deal of 
innocent pleasure to be derived 
from the new edition of 
DebretTs Etiquette & Modem 
Manners, published this week 
and subtitled Correct Behav- 
iour for Every Sphere of Social 
and Business Life. Although 
we imagine that few of our 
readers wfll need to consult 
it, the book is still worth 
looking at for the c h anges it 
show s in acceptable behaviour 
overtime. 

For do not think that Debrett 
is fossilised. It adapts to such 
innovations as the telephone 
answering machine: “These 
machines can make the caller 
feel a wkward because one is 
talking into a void. However, 
we must learn to use them as 
they become more popular 
everyday." 

Same erf the advice is ele- 
mentary: for example, on using 
a spoon and fork. “Many pud- 
dings are eaten with both 
spoon and fork. The fork is 
held as it is when used with 
a knife, tines pointing down- 
wards. One implement oper- 
ates as tiie receptacle, the 
other as a guide.” There is 
even an Illustration to go with 
it, as there is for the position 
of knife and fork when the 
diner has finished. 

Among the recommended 
helpful gambits for conversa- 
tion at dinner is: “What is the 

nicest thing that happened 
to you today?" although, as 
Debrett points out, it does 


diner having had a reasonably 
happy dav. There is also: “If 
you were the Queen, what 
opera/ballet/play would you 
choose to have performed tor 
your Gala?” 

Jt is, Debrett notes, unwise 
to discuss politics with a 
stranger “He may hold strong 
views qmte opposed to your 
own.” And among the gambits 
not recommended are ques- 
tions that might be on a gov- 
ernment form or an application 
fora visa. Fbr instance: “Do ■ 
you Hro In London? What do 


Observer 


you do? Have you any chil- 
dren? Have you been abroad 
this year?” 


Kinds of bore 

■ It Is when it moves into the 
mo re sens i tive areas of human 
behaviour that Debrett 
becomes interesting, and possi- 
bly usefuL Here is the advice 
on bores at dinner. The general 
rule is never to invite one, “but 
sometimes a friend’s fiance, 
or spouse, though kindness 
itself, spreads a blanket of 
boredom over the (tome? 
table.” 

Debrett explains that bores 
come in two cate go ries - 
“those with no conver sa tion 
and those with too much. 
TTtose in tiie first category 
blossom if asked the kind of 
questions that have been for- 
bidden elsewhere, eg ’Have 
you been abroad this summerT 
Bores to the second category 
love telling anecdotes, often 
rather long drawn out ones 

and often previously 
recounted.” One answer is: 

Tve never stopped laughing 
at that, Henry, since the first 
time yon told me.” 

The Ideal hostess deals with 
this second kind of bore by 
sitting him next to her. That 
keeps him away from the other 
guests, allows her to observe 
the rest of the table and men- 
tally to check when the tarte 
tatto should come out of the 
oven while the brae bores on. 


Role of women 

■ It is In business manners 
where the main changes have 
been taking plate, largely 
because of the influx of 
women. There is now some- 
thing of a rift, Debrett reports, 
between the codes of business 
and social behaviour, although 
they still have the same roots. 

Thus “a man who, to a social 
context, would always rise 
when a woman enters the 



room, and always open the 
door for her to leave, is not 
expected to leap up and down 
each time Us secretary walks 
in and out of his office." 
Beside s, Deb rett notes pereep- 
tively, “professional md mana. 
gerial women prefer to be 
treated with no less, but 
equally no more (my italics), 

courtesy than thrir male col- 
leagues.” 

And “after a meeting of eight 

men and one woman (a not 
uncommon ratio) it would be 
slfly for all the men to stand 
back for the woman in pass 
through the door first - 
although to a social context 
they should do just that" 

Men hare to watch their 
dress just as much as women. 
“A man who removes bis 
jacket to the office should 
remove Us waistcoat if any, 
also. A man who wears braces 
should either keep his jacket 
on or remove the braces com- 
pletely (that is, not leave flung 
hanging around the hips). A 
man who rolls his shirt sleeves 
up should not rail them above 
the elbow. It is hard cm the 
eyesight cf colleagues to wear 
a strongly-patterned tie with 


a strongly-patterned shirt* 

As fo r “the woman who • 
wants to be taken seriously 
to a badness context" she 
“should not wear low neck- 
Hues, see-through hkmses, very 
short or split skirts or nofey 
jewellery. 

There are, erf course, excep- 
tions, who defy the rules of 
dress and still do wefl. But 
according to Debrett they may 
have succeeded to spite of, 
rather than because of, their 
defiance. 


Just people 

■ The main point of the modi- 
fication of bobavkiur between 
the sexes in social and busi- 
ness Hfe, Debrett says firmly, 
is that a business woman 
should be treated to accor- 
dance with her place to the 

Mw archy nf fl» firm raflicr 

than to accordance with her 
sex. “People in business are 
people, not men sad women." 

Moreover, in a flash of 
modernity, Debrett rules that 
the term Ms (pronounced 
“mix”) “although not yet ItiDy 

pa fahHiihflH fa ww - toln l y Hin 

best solution” in writing a let- 
ter to a professional woman 
whose marital status is 
unknown. 


And foreigners 

■ There remains some guid- 
ance on business contacts with 
foreigners, especially Arabs. . 
“An y on e Mnmrff fa 

a situation where It is neces- 
sary to sit cross-legged on the 
floor should remember that 
the able of the foot must never 
paint towards anyone.” Abo, 
never ask after an Arab busi- 
ness contact's wife. It is per- 
missOfle to ask after his 
“house,” which presumably 
includes the womenfolk. But 
Debrett warns: “The surest 
way to avoid causing offence 
is to pretend that women don’t 
exist at alL” - 

Remember with Japanese 
that “yes” means Tve heard 
what you said,” not “yes.” 

The book is published by 
Webb & Bower at £IA95. 
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Peter Norman on shadow Chancellor John Smith’s effort to win over the Square Mile 


M r John Smith, the 
British Labour Par- 
tes shadow Chancel- 
lor, has had a good run in 
recent months. 

He has helped topple a Chan- 
cellor and . won respect among 
policy maters abroad. Most' 
important, he has gained 
groundintheag&old battle to 
win credibmtyJar'Ms party's 
economic policies in fnianrfaj 
markets.:. 

Through lnnch-time meet* 
mas and seminar appe ar ances. 
Mr Smith has won quite a fol- 
lowing in the City. If one 
recent survey, is to he believed, 
British economists think the 
Scottish advocatetunudrpbUtt- 
dan would make a better 
Chancellor than Mr John 
Major. 

But the period of I&bour’S 
easy co nq uests in the Square 
Mile may be conringto an <m d. 
The increasingly likely pros- 
pect of Mrs Margaret Thatch- 
er’s Government taking ster- 
ling into the exchange rate 
mechanism of the European 
Monetary System would rob 
Labour of one of its main sell- 
ing points to financial mwrftgtq 

A campaign document =- 
under discussion yest e rd a y in 
Labour's home pobey commit- 
tee and due' to be finalised 
around the end of the month 
by the National Executive 
Committee — includes t he lat- 
est version of its economic poli- 
cies and so will refocus atten- 
tion on the gaps mid costs of 
the party's {dans. 

Paradoxically, the Govern- 
ment’s growing problems of 
controlling public expenditure 
this year could also . damage 
Labour by fuelling concern 
about the party’s ability to con- 
trol inflation and manag e pres- 
sure for increased public 
spending and sharp Increases 
in public sector pay. 

However, Mr Smith believes 
the City’s interest in Labour 
reflects more than mere disen- 
chantment with the Conserva- 
tive Government’s perfor-. 
mance in managing -the 
economy. 

"Two tbmss are bajmenhuz 
in the City,’* he says. “There is 
a profound lack of confidence 
in the course of economic pol- 
icy that's been followed over 
the last two or three years and 
disbelief in the Government. 
Therefore they are looking 
much more seriously at the 
Labour Party. And they see the 
logic - I wouldn’t say they 
agree with all our points of 
view, I wouldn’t expfect them to 
- but Z think they see a struc- 
ture and a logic which they 
don’t disagree with too much. 1 * 
This judgement is bone out 
by the bankers and econo mist s 
who were approached in 
ration of this article* 


A City courtship 



tew' were prepared to dtscuss 
Labour’s pofides and prospects 
oh the records 

Labour’s economic 
have changed . . 

since Mr Smith became 
Shadow Chancellor after the 
last geaeral efection. The party 
is for less hostile to the market 
than before^ It has appeared 
iwnr p wflhhg than the Prime 
Minister to make sterling a -foil 
vwamhftr of fla EMS. f ■_ - ■ 

On the other- hflwflj Labour 
would raise the uppef rate cf 
income tax and impose* tnini- 
mum wage, tts.nhcioeomomic 
polidesrand: proposals for a 
llmtinwi Join TntftiHtrbi) strat- 
egy to revitalise manufactur-. 
teg industry have more than a 
whiff of its offl -interventionist 
attitudes. 

. Surprisingly, the CSty seems 
relatively untroubled so for by 
these aspects of the party’s pol- 
icy, perhaps because parts of 
the. City, notably the big 
banks, tend to be corporatist in 
attitude. Those with long mem-, 
orles in the equity and 
Gilt-edged markets recall that 
the City has drew rather well 
under past Labour govern- 
ments. .• 

However, it would be wrong 
to wn n T pw t that Labour and 
CSty are natural allies. Labour 
has been enjoying a "Smith 
bonus” that fa»* became more 
pronounced *inr» the move of 
the more left wing Mr Bryan 
Gould *■ whom many in tie 
(aty -did not like - to the 


shadow environment post from 
. his -former job of shadowing 
the Department of Trade and 
Industry. 

Mr Smith's embrace of the 
EMS has played a crucial part 
in increasing Labour’s credibil- 
ity in the Square Mile. The 
prospect cf a Labour govern- 
ment hacking ERM member- 
ship fo r the pound fans 
flesh to the party’s countertet- 
flatkraary commitment. 

. .The campaign document 
that is currently being 
pared will make the point 
Labour is eager to negotiate 
early entry into the ERM. But 
Mr Smith's obvious commit- 
ment to the RRM has not dis- 
pelled all worries about infla- 
tion, public spending or 
sector pay. 

Economists at Warburg 
Securities have written of a 
"lick and promise approach to 
fei«*irHng- inflation." According 
to Mr Kevin Gardiner of War- 
burg there is "a huge question 
mark” over Labour's counter- 
inflationary commitment. 

Mr Peter Spencer, UK econo- 
mist of Shearson TpTihww Hut- 
ton, says “inflation has always 
been the City’s worry about 
Labour.” But, he argues, this 
w orry may be increasingly aca- 
demic because Britain will 
have to be in the ERM in the 
1990s and so automatically part 
of a low inflation European 
Community . 

Many economists tear that 
Mr Smith has sold tell EMS 


Tnmnimm^ i p foo readily as' a 
panacea to his colleagues in 
the party without maicipg clear 
that sacrifices will be involved. 
In particular, participation in 
tils krm could problems 
for Labour if it sticks to its 
plana for more public spend- 
ing. 

It is in its approach, to public 
expenditure that Labour’s 
macroeconomic policy stance 
differs most from that of the 
Government Mr Smith refects 
the present Government’s pol- 
icy of reducing public gppnrfmg - 
as a percentage of gross domes- 
tic product "There are a lot of 
justified claims,” he says. "We 
need to have more public 

spending to improve our public 

services and we need to 
improve our measures of social 
justice." 

But he has been careful to 
avoid spelling out in detail 
what Labour would do and has 
insisted that Labour "will 
relate its public expenditure 
programme to the realities of 
fhn economy.” Mr Smit h prom- 
ises to be firm if faced with 
large, catch-up pay d»i«« in 
the public sector. "We would 
explain to people that they 
may well have a justified claim 
but we will have to deal with 
the matter gradually in Tfap 
with what the economy will 
permit,” he says. 

He says increased public 
expenditure would he financed 
economic growth that 
stimulate tax revenues. 


Boosting private capital flows to debtor nations 


From Mr Frank VogL - 

Sir, One year after the 
launch of the Brady Flan it is 
evident that official strategies 
neither recognise commercial 
hawiciYip realities, as Citibank’s 
Mr William Rhodes noted 
("Reworking the Brady Plan: 
new money, old obliga tion s," 
May 4X nor place sufficient pri- 
ority on stimulating direct 
investment 

The strategy for the 1990s 
must be based upon the macro- 
economic reforms encouraged 
by the International Monetary 
Fund and World Bank, with 
much stronger supple m e n ta l 
action to boost private capital 
flows. Here there must be a 
healt hy ba lance between debt 
and equity. 

On the debt front the Brady 
Plan should be beefed-up to 
encourage the banks to con- 


tinue lending to the debtors 
and to deploy official resources 
mare effectively. Tax and bank 
supervisory rules need modifi- 
cation to serve effectively as 
incentives to the banks to take 
sharper losses on current 
debts, while also providing 
some new money. Then, bridge 
finance from the IMF should be 
available to countries with 
fund programmes to assist 
them to reduce their arrears to 

the, hwnlm. 

There also needs to be 
greater flexibility by the IMF. 
and -World Bank in their use of 
resources earmarked for debt 
and- debt service reduction. 

Preoccupied with financial 
issues the <frbup of Seven and 
the- boards of the IMF and 
World Bank have devoted too 
little time to finding ways to 
.boost foreign equity invest- 


ments into the debtor nation s. 
This issue must be made a 

rnncJi Wi<iiw priority. 

Actions should include a 
swift strengthening of the capi- 
tal of the International Finance 
Corporation and the strong 
encouragement to Latin 
natimm to join the Multilateral 
- Investment Guarantee Agency. 

The World Bank should 
launch private investment 
structural adjustment loan s. 
These would be fast-disbursing 
loans made on condition that 
borrowers reform rules, regula- 
tions, taxes and assorted laws 
that serve as di sincentives to 
foreign investors. 

■ Surprisingly specific loans 
for this purpose do not exist at 
this time, with these matters 
often wrapped into much lower 
priority World Bank assistance 
programmes. 


Barclaycard: cardholders’ options explained 


From Mr Ken BignalL 
Sir, John Mansfield (Letters, 
May 12) expressed concern, 
about two issues arising from, 
the ariTinnnegmpn* jjy ttarriny - 
card that it is to Introduce a 
of £8 on the card, 
me to set his mind at 
rest on both matters. 

Barclays customers who use 
their Barclaycard only as a 
cheque guarantee card wDl not 
be expected to pay the fee if 
they do not wish to. 


They will have the choice 
wither cif applying for a Bar- 
clays Connect emu, which will 
remain free .which 
as a cheque guarantee card. 
Visa debit card and cash card, 
or of retaining their Barday- 
card and paying the See. 

Authorised users of Barday- 
M w fa — for example hn abends 
or wives of cardholders - wfll. 
receive their card free, unlike 
ghwflar TJn yda Access custom- 
ers. 


Both they and the principal 
cardholder will also be able to 
apply for the newly launched 
Ratetay rarri Ma cteW-orH , which 

will be issued free to existing 
Barclaycard holders. 

A case of buy one, get one 
(or three) free. 

Ruff Bi gnaTl, 

Chief Executive, 

Central Retail Services 
Division . 

Barclays Bank, 

54 Lombard Street, EC3 


But th ere also has to be 
direct encouragement to Inves- 
tors, just as there is to the 
hankers. The Bank Group 
could establish a capital invest- 
ment fund (financed from 
World Bank funds, plus contri- 
butions from export-import 
banks of Group of 10 countries) 
to provide guarantees, special 
lo ng-term loans and other 
incentives to foreign investors 

that matra g igni f lntmt npw COTOr 
Tnitments to debtor nations. 

The debtor nations have lost 
a d e cade of development and 
the 1990s may be still rougher 
unless there is bolder action by 
public authorities an both the 
debt and the equity fronts. 
Frank VogL 
President, 

Vogl Communications, 

5132 Loughboro Road, NW, 
Washington, DC 


Taxing logic 

From Mr Andrew Martin. 

Sir, Can any of your readers 
explain the Government’s logic 
in giving tax r elie f on mwtical 
insurance for the retired over- 
608 but, at the same time, 
retaining it as a fa r ahl p b enefit 
for those over 60 still working 
and possibly on similar 
incomes? . . . 

Andrew Martin, 

Bailey Bouse, 

Barttelot Road. 

Horsham, West Sussex 


London’s beggars: averting the eyes from a painful reality 


m the Rev Kenneth Leech. 

Sr, Martin Dickson’s report 
it beggars are to be banned 
m New York underground 

l main .fine stations (‘Beg- 
’S to be banned," May 13) 
i a more direct relevance to 
idxtions In London than do 
ny of the supposed insights 
m the United States. 

Us account of a growing 
lird World air" to parts of 

> city, of the “increasingly 
irp polarisation . . . into 
res and have-nots" and of 

> increasing numbers of bag- 
's all apply to London also, 
lie increase in young beg- 
g in inner London is not 
iply a by-product of home- 
sness. When I founded Cen- 
point Soho, the all-night 
itre for young h omeless. 2 1 
its ago, we were witnessing 
rtgpififfgnt increase in the 
libers of young homeless, 
h a marked indication that 
re and more would bo eco- 


nomic refugees from Scotland 
and the north of England. That 
process has continued and 
worsened. 

But we saw few young beg- 
gars in those days. The 
increase has been both rapid 
and dramatic. 

. In recent years the evidence 
of a sharp contrast between 
the very rich and the “comfort- 
able’' arid th e increasing num- 
bers of poor in inner Lour 
- Am fane been mounting. Today 
■ only, senior members of the 
government would deny it . . 

Those who have worked in 
toe poorer districts of London 
and among the homeless have 
been in no doubt of this for 
years and view with dismay 
the ritual denials which have 
com p from time to time from 
ministers. In the last few 
-weeks government statistics 
have yet agate been shown to 

rrmkmfofa the serio usness of 
the problems. 


What is 

Is not simply the _ 
between rich and poor, but 
the evidence of a new polarisa- 
tion of consciousness, far 
worse than that which pre- 
vailed in the 19th century 
before the publication of The 
Bitter Cry of Outcast London. 

Then there was perhaps 
some basis for the claim of 
ignorance: today there, is 
rather a deliberate refusal to 
befieve, a conscious averting of 
the eyes from the painful real- 
ity. The oKCticm of the fortress 
around Downing Street is a 
sacrament of the new struc- 
tural blindness, 
hi one respect London differs 
markedly from .New York. The 
hulk of young beggars and the 
bulk of the “underclass’' are 
not black. Yet the warning 
signs are dear. As many black 
people have begun to ascend 
the ladder of affluence and to 
assume important roles in 


business and the professions 
(though more slowly than 
have happened), the 
tendencies towards the 
entrenchment of deprivation in 
districts of residential segrega- 
tion have become sharper and 
more ominous. The gulf 
between the black bourgeoisie 
and the black poor has become 
wider, as it has long been In 
toe population as a whole. 

Yet Britain continues to 
“learn" from the ITS in all 
those areas of social policy 
where that country has most 
conspicuously failed, ignoring 
its successes and toe warnings 
of its informed commentators. 

Do we have to wait for 
another “hitter cry” before the 
conscience of the nation is 
aroused to toe dangerous situa- 
tion we have created? 

Kenneth T*»rh t 
Director, 

The Runnymede Trust, 
UPrincelet Street, SI 


Borrowing would be used only 
to finance investment. 
Increased welfare expenditure, 
such as pensions, would have 
to be paid from taxation. 

However, economists worr y 
that Labour, if elected, would 
come to power on expectations 
of increased public spending 
and higher pay among public 
sector employees. 

In a recent circular, Mr 
Kevin Darlington, an econo- 
mist with UBS Phillips & 
Drew, calculated that the mini- 
mum cost of Labour’s child 
benefit and pension commit- 
ments in its first year of office 
would be £3.5bn at today's 
prices. But he went on to argue 
that Labour’s “wish list” of 
desirable spending projects 
could total an extra £18ba 
annually. Such a package 
could require tax increases 
equivalent to 8 percentage 
points on the basic mcarne tax 
rate. 

Some taxes are set to rise in 
any case. The higher rate of 
income tax which will be 
increased to 59 per cent 
(including 9 per cent In 
National Insurance Contribu- 
tions) from 40 per cent at pres- 
ent. There will be a lower 
starting rate of fax than th» 
present 25 per cent basic rate 
and more than two income tax 
fawufa matring the B ritiill tax 
Myif tiam mrv rp. akin to thrwp else- 
where in the EC. 

It Is when the increased pub- 
lic expenditure under a future 
Labour government is linked 
with British membership of the 
Tj^RM - that some economists see 
a serious riiiamma looming for. 
labour. The current slowdown 
in the economy and the rapidly 
escalating demands of Conser- 
vative spending ministers 
mean it is extremely unlikely 
that Labour will inheri t a sub- 
stantial budget surplus if It 
wins the next election. 

If a Labour government 
tai fpg sterling into the RRM — 
or is beaten to the post by the 
present Government — it 
would And itself in a new aus- 
tere rfimafa fer increasing gov- 
ernment outlays. IF it wanted 
to me rw ”* spending sharply, it 
would have to raise taxes Boon 
afterwards, according to Shear- 
son’s Mr Spencer. 

As the general election 
draws nearer. Labour’s eco- 
nomic policies and the atti- 
tudes of its Treasury team will 
come under increasingly done 
inspection. Mr Smith, laughs off 
the suggestion that the easy 
port of his shadow Chancellor- 
ship may be b ehind him. But 
the gaps in Labour’s 
policy have served the party 
well so far. They could become 
liabilities, especially if the Gov- 
ernment regains its compo- 
sure. 


Exchange Rate Mechanism 

Eliminate all exchange 
controls before entry 


I wish to put forward an 
•nnfr B hfa n,lW a argument — 
that we should be cautious 
about entering the Exchange 
Bate Mechanism (ERM). The 
arguments said to be to favour 
of entry mi the Madrid condi- 
tions are familiar. I doubt 
whether the reasons for cau- 
tion are as Widely perceived. 

Joining the ERM could 
appear to lead us one step 
nearer the Eur ope a n Monetary 
Union (EMU), which - even 
though it might ultimately be 
sanctioned not by unacceptable 
and binding budgetary rules 
but by market disciplines — 
would be widely opposed in 
this country. 

It is not the ERM which has 
recently provided for some 
countries’ relative exchange 
rate stability: it is the determi- 
nation shown by the govern- 
merits concerned to pursue 
prudent economic policies. 
Non-ERM states have matched 
or more than matched their 
performance. 

The ERM itself is neither a 
c aiisfl of good economic man- 
agement nor a cure for mis- 
management. Our need, 
whether we are in or out of the 
eem, is to get and keep infla- 
tion down at as good a growth 
rate as is compatible with that 
objective. 

Moreover there are signs 
that the D-mark — the Unnbpfo 
of the ERM - may become less 
solid. The Bundesbank’s inde- 
pendence has been eroded by 
Chancellor Helmut Kohl’s 
intervention over the rate of 
exchange between the D-mark 
and the East German Mark. 
Anri th e outcome of that inter- 
vention cm. the buying power erf 
the D-mark has yet to be seen. 

Is it, I wander, realised that 
if we were in the ER.M and 
interest rates came down, we 
mi ght fear that consumption 
would rise more than domestic 
Supply and Inflation re-iguite? 
We might want at same stage 
to raise interest rates to avoid 
the danger. Thar p could than 
be a conflict between ERM and 
ririmpatio desiderata. 

What perhaps is not widely 
understood is that although 
overt exchange controls have 
largely been eliminated, a wide 
range of covert exchange con- 
trols remains. My authority for 
thin assertion is the published 
analysis by Mr nmham Bishop 


By Lord Joseph 

of Salomon Brothers. 

The bulk of the fluids for 
long-term investment is in the 
savings institutions - mutual 
fluids, pension funds and 
insurance companies. Regula- 
tions in each country control 
the assets tha t Hipsh or ganiser 
tions are free to buy. 

These regulations - often 
obscure - may be genuinely 
prudential, as a safeguard 
against some sort of risk. But 
limits on total freedom of 
investment, farHiuUng interna- 
tional investment, may be sig- 
nificantly greater than can be 
so justified, it seems that such 
excessive restrictions exist 
even in West Germany and cer- 
tainly in France and Italy. 

In the UK we have our own 
restraints - in some cases no 
doubt bqyond the prudential. 

It Is not the ERM 
which has recently 
-provided for some 
countries 9 relative 
exchange rate 
stability: it is the 
determination shown 
by the governments 
concerned to pursue 
prudent economic 
policies 

For instance, a recent budget 
extended tax privileges for 
“unit trusts investing mainly 
in UK equities.” But we have 
far fewer and smaller 
restraints than exist on the 
Continent. 

Such restrictions in the 
investment scope of many 
ffiwnw'fli institutions have the 
same economic effect as toe 
non-tariff barriers that 
obstruct trade liberalisation; 
they are in effect exchange 
controls - covert rather than 
overt. Without liberalisation of 
capital movements subject 
only to genuine prudential 
requirements, a necessary com- 
ponent of toe Madrid condi- 
tions Will be mlaring . 

Restraints on overseas 
In vestment by individuals and 
institutions distort exchange 
rates. Suppose country A runs 
a trade aendt with count ry B» 


but country B forbids or limits 
outside investment into coun- 
try A; such restraint would 
prevent a capital outflow that 
could offset or even eliminate 
the deficit - and the currency 
of a country denied such 
investment weakens. 

Perhaps one reason why 
there has been relative 
exchange rate stability since - 
the overt exchange controls 
have been abolished is that the 
covert exchange controls have 
been left in place and are effec- 
tive. 

We need, I believe, to see the 
elimination of covert exchange 
controls as part of the Madrid 
conditions. 

ft is true that the European 
Commission recognises the 
problem and has issued and 
will be issuing directives: but 
each such directive has to be 
enacted into legislation in each 
member country and such leg- 
islation may or may not com- 
ply with the recommendations 
of toe directive. 

Moreover the target date is 
not until January 1 1993, 
though r ealistically toe imple- 
mentation of all the liberalisa- 
tion measures by means of 
national enabling legislation 
may, even if no snags develop, 
not be before 1995- 

Do not believe that toe sums 
involved are small. If German 
insurance companies were 
more free than now and 
decided to put 10 per cent of 
their long-term investment 
abroad, tfrat total would repre- 
sent a capital stock outflow of 
about DMSObn - more than 
ftf ipn g h to influence exchange 
rates in the EC. Even though 
West German savers are cau- 
tious, they wm, when given 
the chance, to invest abroad 
significantly. If the restrictions 
on other forms of West Ger- 
man and on all the French and 
Italian institutions are taken 
into aoowmri:, the eliminat ion 
of effective exchange controls 
is far from complete. 

So for these reasons I urge 
the Government to be cautions 
about entering the ERM. We 
have anyway to concentrate on 
getting inflation down and that 
would not be helped by the 

Lord Joseph of Portso k en was 
an MP until 1987 and held sev- 
eral ministerial positions in 
Conservative governments. 


RESIDENTIAL PROPERTY 


Sant Jordi d Slfama 

Exit number 39 - Motorway A-7 (i4o bn *oim from Barcelona) L’AMETllA DE MAR (cowSTcSxada) 

Golf course, marina, chapel, motel de luxe, 

auditorium for music, etc ., on the spot 


SPAIN 

200 hectares 
next to the 
Mediterranean Sea 


UNMASSIFIED place 

Parcels of 3.000 m* and beautiful family houses in the Golf ( ) 

Ask for your catalogue to: NOTO S.A. - Apartado 89 - 43500 TORTOSA 

We can guarantee that nobody will bother you with phone calls or visits. Banking references. 


COMPANY 

NOTICES 


THE THAR SIS PUBLIC LIMITED COMPANY 

N07TCE B HERESY QNBt Mat toe ANNUAL GENERAL kEETIHQ Of TW 7HARIS 
PUBUCUMITED COMPANY wUb* held st Nunez tot Balbou 120 Madrid 2BD06 or 
F riday. Mi June fflso 12 j 00 noon lor toe fetiowtng ptaposaa: 

1. To coraidor and adopt the Roport of the Olrecfora and to* Acopurto lor Ac 
yoar andad Slat December 1988 wttfi the Report of the Auditors there on and 
declare a final dividend (Resolution No. 1) 

X To re-elect Obvckn (Raadutton No*. 2-3) 

3. To rea p point die Auditor* and to authorise tha Director* to determine the 
■en um er a tion of toe AutStore (Resolution No. 4) 

The dividend If evthorteed at the Annual General Meeting wtB be peyeb/e aa or 
after 15th June 1990 as follows: 

fl) By ffivtdend warrant to registered S ha rehoMere on the R e g ist e r of 18to May 
1090 

(2) To holders of Share warrants to Besrar on presen t ati o n of their w ar rants at 
any of too toitmrina offices: 

Bank of Scotland, SB OM Broad Street, London EC2P 2HL 

Lszard Frame at Cle. 121 Boulevard Hauasmann, Parte 

Banque Generals du Luxembourg 8A, t4 rue Aldringer. Luxembourg 

Banco Santander, 10 Moorgat* London EC2R OLD 

Banco Santander. 30 avenue de L’Opeire, Parte 73002. 

Banco Bltoeo Vizcaya, 100 Canon Street London EC4N BEH 
Banco B i lb a o Vizcaya, 29 avenue de rOpera, Parte 75002. 

Having regard to the considerable expanse which wni be Involved in the taeue cf 
new coupon sheets to holders cf Share Warrants to Bearer, toe Directors think It 
right to bring to shareholders attoraion tha advantage of hevtog their boWIng 
converted to registered form. A conversion wfll ensure that dMdandt and any 
securities which may be allotted on a captteHeatkm or rights Issue are received 
on the due date and without Incurring eoBecdon or tmaUtna et wr ae m which c an 
bo considerable end. In the caaa ot small faoWSngs can exceed the amount of 
dlvMand oollected. 

The Directors urge shareholders to consider seriously the oommrelon of took 
hold i ng Into registered form. A 'Conversion Form* can be obtained from: 
Registrars end Transfer Office. 

BANK OF SCOTLAND, 

Registrar Department 

25* York Piece , Edinburgh EH1 3EY 

By o rder o f toe Board 
R N PETERS, Secretary 

Registered Office: 

1M West George Street 
GLASGOW 02 2HF 
14th May MHO 

NOTES 

1. Any member of the Company enfftad to attend and von at ffia Annual General 
Mee tin g convened by the foregoing Notice is emitted to appoint one or more 
proxies to aasml and. on a poll, vote on his behalf, A prom need not be • 
Member of the Company. To be effective forms of proxy mutt be depos i ted at the 
Bank of Scotland, Rpgtetrar Department. ZBe York Pteoa, EtBnburgh, not lees than 
48 hours before toe tone appointed tor the moating. 

2. HoMare o* Share Warrants to Bearer who wtefi to be prerent ante Meattna or 
vote by prow mty obtain Instructions from toe Regteferad Offioe of the Company 
or from the wflowfng appointed for tha meeting, 

Lszard From at Cfe* T21 Boulevard Naus amaim Paris Be; 

Banque Venwe at Cortmerdafe da Paris, 62 Av. Hoche, iferte Sac 
Banque do Parte et das Peys-Bas, S rue IT Anttn, Parte, Sac 
Credit Suteae Lausanne, Switzerland. 

Lloyds Bank (Belgique) SA, 2 Av de Twvuersne, Brussels T0KL 
Banque Generate du Luxembourg BA, M n» AMrfnger, Luxembourg, 

3- There are no contracts of service between ffia Directors end too Company at 
the date of thb oottoe. 


BUSINESS SOFTWARE 

A selection of software packages to suit your 
business needs appears every Saturday in 
the WEEKEND FT. 

Order your copy today. 



NOI1CR 

To Holders of Depositary 
Warranto Issued with 7% per 
centBondsdue19S2of 
Costafn Group PLC 

and 

7% percent Guaranteed 
Redeemable Convertible 
Preference Shares 2003 of 
Costain Finance N.V. 


Notice te hereby (pwn tost of the Armuaf 
Qensral MsetingofOoMtoGboupPLCto 

beheMat bo nmongs i» 'He».ghanaattury 

piece. Barbican, London BC2Y 8AA on 
Wednesday 23rd May 1990 at 12 noon, 
terns o< SpecW Business nil be conskt- 
erad ratting to, Inter aba, tin oner of new 
sheas hi leu of cash dMdsndsdedtoad 
bate* the Annual General Meeting of 
Costato Group PIC to be hold in 1991. 

BY ORDER OPTIC BOARD 
11toUsy1B90 

Codes of e ckcutar containing detstis of 
toe Special Buslnese may be obtained 
hnm the regtoteesd office ofCoaainGKXsi 
PLC, ill Ws — n li w tei Bridge Road, 
London SE1 7UE. 


EDUCATION 


LIVING 

LANGUAGES 

Learn on location in France, 
lain. Portugal, Italy or German 
■tensive courses year round. As 
for Business 

Brocbure-Enro-Academy. 
Otebemd (FT) 77s Goxp Sheet. 

OqteCniU 
Tit (991> <86 2363 AOTA Witt. 


BRITISH VIRGIN 
ISLANDS 

The Financial Times propos es to 
pubfish this sorvey on: 

JUNE 29th 

For s full editorial synopsis and 
■dva tisunenl detsOa. phase contacC 

Nigel BfckneB 
oa 671-873 3447 

or write to him at: 

Number One 
Southwark Bridge 
London 
SE19HL 
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PUBLIC NOTICES 


.tsANo MMC INVITES EVIDENCE ON 
gjfc WILLIAM COOK PLC'S 

ACQUISITION OF ASSETS OF 
! LAKE AND ELLIOTT 

INDUSTRIES LTD; LLOYDS 
c Q»?5i^cF (BURTON) PLC AND ASSETS OF 
THE ARMADALE STEEL WORKS 
OF AUSTRALIAN NATIONAL INDUSTRIES 

jrs Commission would like to hear 
soon with information or views on 
, , . . v ^ acquisition of assets of Lake 

and EIIkki Industries Ltd; Uoyds (Burton) PLC and assets of 
die Armadale Steel Works of Australian National Industrie, 

The Commission will be studying the posable effects of the 
acquisition of die steel castings narka. 

The Commission would like evidence in writing by Thursday 
31 May 1990 to be sent to: The Reference Secretary (Steel 
Castings Inquiry), Monopolies and Mergers Commission. 
New Court, 48, Carey Street, London WC2A 2JT 
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HONG KONG CORPORATE EXODUS ACCELERATES 

YK Pao to base store group in Ben 

By John Elliott In Hong Kong 

SIR Yue-Kong Pao, one erf the 
world’s biggest shipowners, 
last night became the first top- 
ranking Hong Kong Chinese 
tycoon to move one of his com- 
panies' legal domicile out of 
the British colony when his 
group announced plans for the 
Lane Crawford department 
store business to be incorpo- 
rated In Bermuda. 

The move was publicised as 
part of an internationalisation 
of Lane Crawford, which has 
development plans in Singa- 
pore and elsewhere. But it was 
widely seen in Hang Kong as a 
significant expansion of a cor- 
porate migration as companies 
prepare for the colony's return 
to Chinese sovereignty In 1997. 

With annual turnover of 
about HK$L4bn ($180m), the 
high profile Lane Crawford is 
not regarded as one of the 
most dynamic parts of Sir 
Y Jet's World International and 
Wharf Holdings property to 
transport quoted empire. It win 
therefore be mammed that it is 
being used to prepare the way 
for more of his companies to be 
Incorporated in Bermuda later. 



YKPao: leading the way out 

The migration started in 1984 
when Jardine Matheaon, the 
colony's leading British-con- 
trolled “Hong” trading com- 
pany, moved its domicile to 
Bermuda. Last Friday Jardine 
took the next logical step by 
announcing share liaH'ng w in 
London and Luxembourg. 

At least 90 quoted compa- 


nies - 30 per cent of the total 
listed on the local stock 
exchanges - have moved their 
domicile to Bermuda and else- 
where since 1984. Bat they 
have only been second. rank 
Chinese and other smaller 
business groups. Includin g the 
Lo family's Great Eagle prop- 
erty company and the Lao 
brothers’ Evergo Holdings and 
China Entertainment. 

The board of Hutchison 
Whampoa has considered mov- 
ing along with other compa- 
nies controlled by Mr Li Ha- 
shing, who is ranked aicmgridw 
Sir YJK, but no derision has 
been made. 

Lane Crawford Holdings, 
which is listed in Hang Kong, 
is about 60 per cent owned by 
World International through 
Wheelock Harden. The whole 
group is headed on a day to 
day basis by Mr Peter Woo, one 
of Sir YJTs sons-in-law, who is 
looking for ways of diversify- 
ing out of Hong Kong: 

Sir Y.K has been rumoured 
for some time to be In ill 
health, bnt he is closely 
involved in all major decisions 


mid wo uld have instigated the 

Bermuda move, or would have 
had the ability to stop it 

Mr John Hung, direc- 

tor of Wheelock Harden, last 
night rejected suggestions that 
other World and Wharf nmupw- 
nies would go to Bermuda. He 
said that Lane Cr awfor d was 
“unique” >*ranca of its inter- 
national trading and tt needed 
to broaden tt base and faiag p, 
partly to attract international 
marketing exec utive s. 

The company runs five up- 
market department stores m 
Hang Kang which have been 
overshadowed by an invasion 
of Japanese competitors. It also 
runs 32 speciality shoe and 
leather goods shops ami other 
bouti ques with names such as 
Bruno Magfl, Selva tore, Gold- 
phiel and Ferragamo which 
has recently opened three out- 
lets in Taiwan. 

The Singapore plan involves 
opening a store in 1993 in a 
development being carried out 
by the group for its Omni and 
Marco Polo international hotel 
business. A store is also befog 
considered for Bangkok. 


S Korea demands apology from 

By Robert Thomson in Tokyo and John Ridding in Seoul 


Japan 


THE JAPANESE Government 
is highly embarrassed by 
South Korean demands for a 
formal apology for colonising 
the Korean peninsula earlier 
this century and for Japan’s 
treatment of Korean citizens. 

President Roh Tae Woo of 
South Korea is to visit Tokyo 
later this month. At the centre 
of tiie con t roversy is whether 
Emperor Ahahtto or Mr Toshfld 
Kaffli , the Japanese Prime Min- 
ister, should apologise to Presi- 
dent Roh. 

South Korea has argued that 
such a statement is needed 
before relations can enter a 
“new age,” but Japanese offi- 
cials said yesterday that 
Emperor Akihtto would breach 
his constitutional trie " 
liciy apologising for the i 

sfltjon. 

However, the Emperor last 
year apologised to Li Peng, the 


Chinese Premier, for Japan’s 
wartime aggression against 
China. Peking has consistently 
criticised Japan for glossing 
over its brutality dnnng the 
Second World War. 

When Mr Chun Doo Hwan, 
the former South Korean Presi- 
dent, visited Tokyo in 1984, the 
emperor at the time, Hfrohito, 
delivered a vague apology 
which Seoul found unsatisfac- 
tory, but which caused contro- 
versy in Japan where there has 
been reluctance to admit war- 
time guilt. 

Emperor Hirohtto told Presi- 
dent Chun at a welcoming ban- 
quet Tt is Indeed regrettable 
that there was an unfortunate 
past between us for a period of 
time during tins century, and X 
believe it should not be 
repeated again.” 

A special aide to President 
Boh, Dr Lee Hong Koo, said in 


Tokyo yesterday that the 1984 
statement was “so refined” 
that moat South Koreans could 
not understand the wtaniny - 
He suggested that the Japanese 
Government “could easily 
a more apt expression.” 

But the South Korean media 
has focused on comments by 
an unidentified senior member 
of Japan’s ruling Liberal Dem- 
ocratic Patty who reportedly 
said there was “no need to 
prostrate ourselves or bow 
down and kneel” by asking the 
Emperor to make an apology 
during the visit from May 24 to 
26. South Korean government 
officials said in Seoul yester- 
day that they were seeking a 
“clear and formal apology from 
Japan” concerning what they 
describe as an “unfortunate 
history.” 

A Foreign Ministry official 
said the apology need not nec- 


essarily come from the 
emperor, but should come foam 
someone who “represents all 
Japan.” 

The dwmand for an apology 
reflects the deep resentment of 
Japan’s colonial rule between 
1910 1945 anti its treatment 

erf Korean residents in Japan, 
many of whom are descendants 
of Koreans conscripted for 
fenced labour during the Sec- 
ond World War. 

Under pressure from Seoul, 
the Japanese Government h«g 
relaxed some controls on third 
generation Koreans during 
talks in the past month. But 
the South Korean Foreign Min- 
istry official said they were not 
folly satisfied with the agree- 
ment, and further concessions, 
such as the extension of re- 
entry pennite, should also be 
applied to first and second gen- 
eration Xnrpflrm in Japan. 


Portugal calls for end to S Africa sanctions 


By Patrick Blum in Lisbon 

PRESIDENT Mario Soares of 
Portugal yesterday called for 
an end to sanctions against 
Pretoria and argued that the 
policies being pursued by Pres- 
ident F.W. de Klerk wer e posi- 
tive and deserved International 
support 

“The time has come to sup- 
port President de Kink’s pol- 
icy of reforms,” Mr Soares said 
at a joint press conference 
marking the end of a two-day 
visit to Lisbon by the South 
African President 

“We should show the Euro- 
pean Community that the 
san c ti o ns against South Africa 
no longer apply given the polit- 
ical rfiang gn in the co untr y.” 

He said Portugal would 


extend its support through the 
“European Community and 
through all the International 
areas where we have access.” 

The European Ccmmuntty’a 
policy on South. Africa Is due 
to be discussed at a summit in 
Dublin in June. Mrs Margaret 
Thatcher, the British Prime 
Minister, has already lifted a 
few minor sanctions. 

Mr de Klerk arrived in Portu- 
gal after visits to France and 
Greece, as part of a nine-coun- 
try European tour designed to 
canvas greater international 
support for Us reform pro- 
gramme. 

On the question of sanctions, 
he said these were becoming 
“irrelevant because of what 


South AfErica is doing.” 

Mr de Klerk has repealed 
several apartheid laws since he 
became President in Septem- 
ber. 

He has also legalised the 
African National Congress 
(ANC), freed ANC leader Nel- 
son Mandela from prison and 
started exploratory talks with 
senior ANC officials on apoliti- 
cal settlement 

Mr de Klerk hopes to per- 
suade a majority of leaders of 
the EG before the Dublin sum- 
mit that tt is tf™ to offer some 
positive e ncour agement 
instead o£ TMStststeQv t -r . 

The Portuguese Government 
is one of the the most 
thetic in Europe towards 


Klerk’s reform drive. . 

Mr Anlbal Cavaco Stva, the 
Prime Minister, said he was 
impressed by the plans to mid 
white domination. He said he 
would urge EC leaders to re- 
evaluate their policy towards 
South Africa and start lifting 
the sanctums imposed on 
South Africa. 

“We are in favour of remov- 
ing some sanctions, eventually 
all sanctions, but that is a mat- 
ter for the European Commu- 
nity," he added. 

“He (De Klerk) has done a 
lot, though from a European 
point of view it may not be 
everything. The facts must be 
reexamined, no t with passion, 
but in a serious way." 


SIB investors to get 
‘modest 9 payments 


By Sue Stuart in London 

THE MANX Government 
intends to make ex gratia pay- 
ments to investors who lost 
money when the Savings and 
Investment Bank, based on the 
island, collapsed with £42m 
($71m) debts in 1982. 

Mr Miles Walker, the Isle of 
Man’s Chief Minister, said yes- 
terday he planned a “scheme of 
modest proportions.” 

He made it clear that the 
payments scheme would be 
aimed primarily at benefiting 
smaller depositors. 

The bank had 3,000 creditors, 
many of whom were small 
depositors who lost their 
savings. 

Hie stressed that while there 
was no legal requirement for 
the Manx Government to com- 
pensate depositors, recent dis- 
closures showed the island’s 


banking supervision in 1982 to 
have been flawed. Last week, 
the Manx Government pub- 
lished a previously confidential 
report by two Bank of England 
itffleiabi which was hi g hl y criti- 
cal of the regulatory system at 
that time and the lax way it 
was administered. 

Mr Walker, who hopes to lay 
the scheme before Tynwald, 
the Manx parliament, for its 
approval before the summer 
recess, said he could not give 

any judie a tin n of the am ount 

of the payments. 

Ten depositors have issued 
writs against the Manx Gov- 
ernment alleg in g negligence. 

One of these. Mrs Anita 
Loynd who lost £44,000, said if 
she was not reimbursed in foil 
she stOl intended to proceed 
with the legal action. 
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Baltic demonstrations 


C on tinned from Page 1 
than neighbouring T.mimmia, 
has caukfed despondency 
among western diplomats in 
Moscow. 

They believe that he is dos- 
ing off possible avenues to 
compromise in the Baltic 
republics, leaving them little 
option apart from outright con- 
frontation. 

Mr Gorbachev's announce- 
ment surprised Latvian lead- 
ers, who had earlier on Mon- 
day been planning to send a 
-delegation to open taita in 
Moscow with Soviet authorities 
yesterday afternoon. The talks 
have now been postponed. 

In the Latvian parliament. 
Hr Ivar Godmanis, the repub- 


lic's Prime Minister, told a 
news conference that he “had 
hoped the Soviet authorities' 
reaction to Latvia’s move 
would have been different.” 

However the Soviet leader’s 
hard-Hne tactics may b 

off in Lithuania, where 

liament yesterday agreed, 

a stormy debate, to go into 
secret session today to work 
out a package of negotiating 
terms to present to Moscow. 

The republic has been under 
a virtual economic blockade by 
Moscow for three weeks and 
lack of oil could bring virtually 
all industry and transport to a 
standstill before the end of the 
month, according to Lithua- 
nian nfflHala 


US may delay trade pact 


Co nti nued from I 
as b legally required, in the 
current Lithuanian situation. 
The US Senate has already 
approved, by 73 votes to 24, a 
non-binding resolution oppos- 
ing any trade agreement with 
Moscow as long as Moscow’s 
economic embargo lasts. 

In contrast to the initial US 
welcome for the agreement, 
Mr Martin Fitxwater, White 
House press secretary, has 
said the trade deal remains 
- an open question,” adding 
that Mr Bush "shares some 
«mw of concern” about how 
the trade deal relates to devel- 
opments lo Lithuania. 

Any slowdown in the bilat- 
eral trade treaty will not affect 

the expected decision today by 

the council of the General 
Agreement on Tariffs and 
Trade to admit the Soviet 
Union to observer states. The 
US has urged the move as a 
tangible sign of American 
interest in bringing the Soviet 
Union into the world economy. 

The bilateral trade treaty 
would grant Soviet goods Most 


F a voure d Nation status for the 
first time since 195L This, the 
lowest rate which the US sets 
for any country, would reduce 
tariffs to an average of 5 per 
cent from the present 40 per 
cent. 

Before this could take effect, 
the Bush Administration has 
to waive the Jaekson-Vanik 

Awwndmiwit by cer ti f y i n g that 

Soviet dtfaens can leave their 
country freely. This in turn 
depends on the passage at a 
draft emigration law now 
before the Soviet legislature. 

The draft trade agreement 
would make it easier fur US 
n m ir pa nlpg fo do business in 
the Soviet Union. 

• China will lose fiobn in 
exports to the US if Washing- 
ton revokes Its preferential 
trade states, Shen Jieren, a 
deputy foreign trade minister, 
warned. Beater reports from 


Withdrawing the trade sta- 
tus might backfire by reducing 
US exports to China, and jeop- 
ardise China's fragile policy of 
opening to the outside world. 


Paris warns 
Brussels it 
will not 
reclaim aid 
to Renault 

By WUIUun Dawkins 
in Paris 

FRANCE will refuse any 
European Commission 
to reclaim more than faitf of 
the FFrl2bn ($2JL6bn) state 
debt writeoff accorded to Ren- 
anlt, Mr Roger Fauroux. the 
Industry Minister, warned yes- 
terday. 

“For the moment, the French 
front is solid,” he said in an 
interview with , the Financial 
Times. He was speaking a 
week before Brussels Is expec- 
ted to try to decide on Renault, 
a symbol of French finhmtriai 
policy and the cause of one erf 
the European Community’s 
biggest and most sensitive 
state aid disputes. 

ff asked to reclaim the cash, 
“we would say no ... I hope 
they won’t ask ns fin: that, but 
it would be absurd,” said Mr 
Fauroux. Wla rp ma riw nni ili r iii 
that France and the Commis- 
sion have driven themselves 
into deadlock as the end 
approaches in the wrangle over 
Renault’s debts which has 
lasted more than two years. 

Mr Faur o u x pointed out that 
he had the foil backing of the 
So cialis t Government, awl the 
main centre-right opposition 


This latest twist in the dis- 
pute comes amid warnings 
from Mr Raymond Ldvy, Ren- 
ault's chairman, that the B r ,MI I l 
is beginning to feel the long-ex- 
pected downturn in the Euro- 
pean car market. French car 
demand slipped by 65 per cent 
last month, as against April 
1988, a figure which “consti- 
tutes a serious warning shot,” 
Mr L6vy said yesterday. 

Renault, its suppliers and 
sub-contractors should expect 
further Job cuts, he warned. 
“The good years are behind 
us . . . The trading results of 
Renault and perhaps other 
manufacturers will be less 
good *hm in 1989. We have 
already started to feel it in tbs 
first four months,” be said. 

Sir Lean th-htwn, the Compe- 
tition Commissioner, is under- 
stood to believe that Rpnanit 
has not iwmIb enough canacftv 
cots, to justify the full debt 
write-off though he needs the 
hacking of thefaH Commlarion 
to ask for repayment. French 
and Brussels officials believe 
he could press for repayment 
of FFrGbn - FFrSbn. 

The Commission had 
allowed the previous Govern- 
ment to restructure Renault’s 
crippled balance sheet on con- 
dition that it be changed from 
a stateguanmteed rtgie (which 
cannot go bankrupt) mto a nor- 
mal state-owned company, and 
that it cut 15 per cent of car 
production capacity. 

The car group changed its 
statutes last month, to dear 
the way for its alliance with 
Volvo of Sweden, but has so for 
fallen well short of the Com- 
mission's demand s an produc- 
tion cuts. 
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US ‘should 
attack air 
terrorists’ 

Continued from Bagel 
saying its security procedures 
at Frankfurt, where the 
doomed flight originated, were 
faulty before the bomb- 
ing — and rrinp months thereaf- 
ter. 

However, the report con- 
dudes that while tighter bag- 
gage checks might have pre- 
vented the destruction of Fan 
Am F light 103, it could not be 
certain “that more rigid appli- 
cation of any particular proce- 
dure actually would have 
~ JL ed the sabotage of the 


The report’s introduction 
states that the US civil avia- 
tion system “is seriously 
flawed and hue faitod to pro- 
vide the proper level at protec- 
tion to the travelling public.” 

But Congressman John Paul 

Hammer s chmMt a Republican 


from Arkansas and member of 
the panel, said c riticism was 
intended to focus on past secu- 
rity flaws. “Let me Bmpiwdw 
that i sn’t true right now... 
major imppon winantu have been 
made.” 

Senator Alfonse D’ Amato, a 
New York Republican, panel 
member, and outspoken advoc- 
sate of tong! action against 
terrorists, said the commission 
could not offer any conclusions 
on who was responsible for the 
bombing or which countries 
might have lent their support. 

The report also criticises of 
the US' State Department for 
failing to react compassion- 
ately to the families of victims 
and fbr its handling of thr eat* 
against Pan Am received 
before the bombing. 

A State Department spokes- 
man said in response that fin: 
the past few months the Gov- 
ernment had provided the 
same warnings to the travel- 
ling puhlic as had been passed 
on to US officials. 


A heady brew 
from Allied 


Notwithstanding yesterday's 3 
per cent rise in its shares, after 
its annual results, AIlied-Lyons 
begins to look like a company 
which needs a breather. Uke 
other stalwarts of the British 
beerage, the group is living up 
to Its historic reputation for 
riding out economic squalls, 
judging by the 14 per cent rise 
in Allied Breweries’ trading 
profits. Nor is it sensible to 
expect it simply to stand stiff 
Bass’ s sale of Crest Hotels to 
THF should have forcibly 
reminded the market that 
these days the drinks sector’s 
major ww w p n wtai are inescapa- 
bly asset-traders too. Neverthe- 
less, the £2bn of net debt is a 
lot for AHied-Lyon s to Jia ndle; 

lX5*pei^cent lasT*year to 
£S65m, zts balance sheet gear- 
ing more than doubled to 78 
pa cent 

In Allied’s case, the 
and selling has evidently 
well done, from its Hiram 
Walker deal through to Whit- 
bread Spirits and Dunkin’ 
Donuts in the last six months. ’ 
One of the cheering features of 
yesterday’s figures was that by 
April, its ratfanafisation of the 
Beefeater gin business was 
mostly complete. 

But even after allowing for 
the sale of Em b assy Hotels, the 
proceeds of which shook! be in 
the bank in July, Allied will 
still be left with about £L8bn 
of borrowing. And strong 
though its operational cash- 
flow is, the group is still 
talking about capital spending 
in 199041, roughly on a par 
with last year's £370m. Not 
that Allied is looking dramatic- 
ally over-valued; at 5 per cent, 
the historic yield is bang in 
line with the market But with 
mwartsfatlgfl still surrounding 
its reaction to the UK brewing 
industry’s regulatory shake-up, 
the case for any re-rating is a 
long way from being proven. 

News Corporation 

Mr Rupert Murdoch is not in 
the same distressed state as 
Australian entrep ren eurs like 
Mr Alan Bond, or even Mr 
John EDlott, Nevertheless, for 
an organisation which boasts 
assets of over A$20bn and 
7 n«mal revenues at more tfam 
AfSbn, News Corp o r ati on is 
making very little money at 
the moment. Third quarter 
equity accounted profits fen 79 
per cent to Atllxn. and if you 
add in abnormal items the 
company made a loss. Mean- 
while, the interest bill contin- 
ues stubbornly to clock up 
around A$2S0m a quarter. 

If global Interest rates really 
have peaked, then the worst is 


Sainsbury 


Sham price relative to the 
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probably over for News 
ration. The losses from the 
Arnett strike are not going to 
be repeated and if Sky TV can 
continue to reduce its losses at 
its current rate, then it may 

not be such a financial mfTl- 

stone after aft. Presumably, the 
shareholders in rival BSB are 
eqpalfy concerned about avoid- 
ing a price war in the UK satel- 
lite TV market. 

At around A$10 per share, 
the group is selling at close to 
12 times prospective earnings, 
but tiie multiple looks for Ires 
d emandin g ; an tiie assumption 
that the group’s profits are 
going to bounce back in 199L 
Unlike other cash-strapped 
entrepreneurs. Hr Murdoch 
still seems able to sell assets at 
a premium. As long as he can 
continue to do so then the 
shares should be underpinned 
at current levels. 

J Sainsbury 
Yesterday’s 22 per cent 
increase in earnings per share 
was a timely blow for Sains- 
bury in the long battle with 
Tesco for invertors' favours. 
The agsold argument is that 
Tesco has greater scope for 
improving margins as it 
catch es up with Sainsbury. But 
Sainsbury is «hti determinedly 

pwhtng iwarg tng ahead P ™! fa 
compound earnings growth 

over the pest five years, during 
which its shares have consis- 
tently underperformed Tesco's, 
is only marginally lower — 24.6 
per cent vereus'fiU-per cant- 
Both chains are following 
the strategy of replacing small 
supermarkets with super- 
stores. The latter provide the 
impetus for volume growth 
and also boost margins 
because of economies at scale 
and improved product mix. As 
yet; there is no evidence of 
consumers trading down in 
food and indeed the retailers 
are benefiting from a redaction 
in eating out Expenditure on 


food is still around a historical 
low as a percentage of consum- 
ers’ shopping baskets. Add in 
the sector's defensive qualities 
and it is dear why Sainsbury 
can trade on a 20 per cent or so 
premium to the market, assum- 
ing pre-tax profits of £485m- 
£49Qm this year. 

However, superstores do 
imply increased risk since they 
gnferii heavy development costs 
at a time when other over- 
heads — notably wages - are 
escalating. In any case, marg in 
improvement for Sainsbury 
may become more difficult 
over the next few years as the 
burden of rental income 
increases, following the sale 
and leaseback of several large 
s to res. Bat the best argument 
for Sainsbury’s ability to cope 
with the risks is its success to 
date in its diversifications, 
notably those two graveyards 
at modem retailers, the US 
(Shaw's) and DIY (Homebase). 

THF/Crest 

It is easy to sympathise with 
the stock market’s initial reac- 
tion to Trusthouse Forte’s 
£300m acquisition of the Crest 
hotel chain . The £63,000 per 
room THF is paying looks 
decidedly cheap by comparison 
with some of the prices that 
were bring paid twelve rann+ha 
ago and. raises farther doubts 
about the price fin«nri«fly 
str a p ped groups such as Mecca 
can expect for their hotels. 
Bass has spent a lot of money 
on Crest, there is not too much 
overlap with existing THF 
hotels, and there should be no 
ftaratng g dilution. The bulk of 
the properties will be sold and 
leased back, mtTiiini«ing the 
balance sheet strain on one of 
the industry’s more conserva- 
tive groups. 

That said, Bass is selling its 
hotels at 23 times earnings, 
and reducing Its gearing by a 
sizea ble amount By contrast 
THF is increasing its already 
high exposure to the UK hotel 
industry at a time when 
demand is softening. It is right 
to concentrate on the business 
it understands best But with 
85 per cent of its profits being 
generated in the UK, it would 
have made far more sense to 
follow the wrarapito of Queens 
Moat Houses and expand more 
aggressively on tiie Continent. 
The UK hotel market may be 
fragmented, but there must be 
a lim it to how much bigger 
THF can grow its core UK 
hotel operations, before it 
begins to encounter real con- 
sumer resistance. The price 
THF is paying cannot be critic- 
ised, but its strategy continues 
to show a lack of imagination. 
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Do you know the benefits to your company 
of establishing an ESOP or a QUEST? 
Would a market In your private company 
shares interest you and your employees? 
Have you considered a Phantom scheme for 
executives? 

Could a BOGOF motivate your employees? 
Have you thought about performance related 
share options? 

Ever been granted a Super Share Option? 


Robson Rhodes have many years experience in all 
aspects of Share Incentives and our muiti-disdpli- 
nary team of advisers can assist you in establish- 
ing innovative and tailored schemes. 
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Breweries lap up. 
the good news 

A round of good results ware welcome at 
diversified brewing groups Allled-Lyons and 
»W South African Breweries. 
AIued-Lyons satisfied the market with a pre-tax 
rise of lifi per cant for 1983-90. while Vaux 
reported interim pre-tax profits up 19 per cent; 
South African Breweries announced a 22 per 
cent increasein trading profits. Pages 3249 . 

A difficult beast to tame 

IMBSSlW-o 


Rampant insider trading, an antiquated system : 
and extremely slow settlement procedures — 
the Milan stock exchange is a beast that is 
proving hard to tame. “Because the Borea 
looks like a stock exchange, people think it te a 
stock exchange. Just as one might look at a 
black panther and think it was a black cat” 
one Italian banker remarked two years ago. 

But since then attempts to dean up the 
exchange have met only with delays. Page 31 


Hanson hits the acquisition trail 

Hanson, the UK-based 
conglomerate, 
announced pre-tax prof- 
its of £570m ($8S2m) in 
the six mo n ths to end-' 
March, a result boosted 
by the Indus Ion ofa-fuli . 
six months results from . 
ConaokJlated Gold 
Fields. 1 Lord Hanson/fhe 
chairman (left), said the 
group would capitalise 
on Its strong financial 
position and hinted that it might even be head- 
ing down the acquisition trail. Page 33 • 

Swimwear buy-out 

An $8Sm leveraged buy-out Is being mounted 
for Speedo. one of the largest swimwear and 
sportswear companies in the (J8. As part of the 
deal, Pentlahd, the UK consumer goods group 
linked to Reebok of the US, will emerge as a 
significant shareholder in Speedo. Page 28 


Philips to sefl-UK arms group 

' Philips; the troubled 

WUI| P S . „ Dutch-based electronics 

stew price O»no0} group, la understood to 

. be close to a deai'whlch 

. Aa . . - ■ could boostlts sagging - 

as : profile. it Is in-tatks to 

^ ■ — I sett its British jiefence 

38 | subsidiary, MEL, to 

1 Thomson-CSF of France, 

t- | Europe’s largest military 

32 -.T\f electronics manutao- 

I mi iujii hnt i V< 1 turer. David White 
Aprlwao May reports on the sale of a 

— ■ profitable exception In 

an otherwise troubled Philips defence division. 
Page 31 33 
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Stagnant earnings at Daimler-Benz 


. By David Marsh In Stuttgart 

DAIMLER-BENZ’S adjusted 
'earnings per share fell to DM51.05 
last year bom DM57.85 in 1988 
even though' extraordinary 
accounting changes quadrupled 

the vehicle and aerospace group’s 

consolidated net profits to 
DMBJBbn (WJbn). 

Daimler is still' plainly suffer- 
ing born growing pains caused 
by its move into new areas of 
high 'technology as well as 
exchange rate dSfScoMes affect- 
ing exports in its mainstream 
cars business. 

-Mr -Gerhard LLener, board 
number responsible tor finance, 
- add yesterday that without “spe- 


cial factors," group net profits 
last year were about DM1.7bn, as 
in 1988. Daimler is maintaining 
its dividend at DM13. 

At the company's annual press 
conference yesterday, both Ur 
Liener and Mr Edzard Reuter, the 
chief executive, were unusually 
reluctant to give gaming s fore- 
casts for this year. 

The finance rTiinf said the com- 
pany was “tunning along the 
same trend as last year." Mr Reu- 
ter made clear the company’s 
concern about a possible fall in 
defence orders due to the mili- 
tary changes in Europe, but 
emphasised that Ttaim1t>r had not 


assumed a big increase in arma- 
ments activities when it took its 
majority stake in MBB, Ger- 
many’s largest aerospace group. 

Including MBB, Daimler group 
turnover this year is expected to 
rise to DM85bn, of which DM6bn 
will come from MBB. This com- 
pares with DM76.4bn last year, 
before the acquisition. First-quar- 
ter 1990 turnover was DMlS^bn, 
with no comparable figures avail- 
able for last year. Mr Liener 
admitted Daimler’s earnings had 
been stagnating since 1965. The 
upheaval in Daimler's structure 

— sales have doubled since 1962 

— has had an inevitable affect on 


results, he said. 

According to earnings figures 
cm the basis of the German Asso- 
ciation of Financial Analysts 
standards, group earnings last 
year were only DM2.4bn against 
DM&ltra in 198& 

Mr Reuter said turnover was 
expected to reach DMlOObn 
within five years. Mercedes-Benz 
sales - making up 72 per cent of 
turnover last year — were likely 
to fan to around 65 per cent as 
growth grow above average in 
the AEG electrical sector and in 
Deutsche Aerospace. 

Last year’s rise In group profits 
was due to a switch to less con- 


servative accounting procedures 
for pension fund provisions pwfl 
inventory valuation, releasing 
DM&5bn. This was partly offset 
by DML4bn In new provisions for 
risks relating to aerospace 
restructuring and prohangn rate 
problems on car exports caused 
by the strength of the D-Mark. 

Most of the freed funds woe 
switched into boosting reserves 
for retained earnings, which rose 
to DMlL2bn from DM7.5bn. 
Including- new funds of DM2bn 
from an equity ca pital incre ase 
last autumn, Daimler's capital 
resources rose last year to 
DMl7bn from DMlL3bn in 1988. 


Pan Am on a long haul to survival 

The airline is looking for a partner, but investors are slow to come forward, says Paul Betts 


P an Am is searching 
urgently for a strong 
financial partner. 
Although the airline is beginning 
to recover from the devastating 
impact on its operations of the 
Lockerbie disaster in December 
1988, its financial position 
remains precarious. 

The company’s animal report, 
pu b lish e d a month ago, does not 
- beat about the bush. It states 
candidly that “the corporation 
has suffered recurring losses 
from operations and has a net 
working capital deficiency ami a 
capital deficit that raise substan- 
tial doubt about its ability to con- 
tinue as a going concern.” ft also 
says that in the longer term, 
“Pan Am must be part of a larger 
network in order to add addi- 
tional traffic to support its route 
structure and must obtain addi- 
tional financial resources to sup- 
port its operations.” 

On the 46th floor at the impres- 
sive Pan Am building in New 
York, winch the airline sold in 
1965 to raise much-needed cash, 
Mr Thomas Plaskett, the airline 
chairman, seems on the surface 
at least, relatively relaxed and 
optimistic about the future. “Bar- 
ring any unforeseeable surprises, 
we can be profitable on our own 
by 1991,” fie adding: *T 

have never said Pan Am needs a 
merger partner to survive.” 

But pe concedes - that he is 
looking for a partner to help bol- 
ster the airline's Mianre sheet at 

the Hm«* i»a nwtfaiinlng th« 
value cf its International route 
network. A link-up could take 
several forms. “Pan Am could 
acquire another carrier; another 
carrier could acquire Pan Am; a 
new investor could acquire both 
Pan Am and another carrier and 
achieve the necessary synergies; 
or Fan Am and a foreign carrier 
or carriers could establish a 
meaningful business combina- 
tion,” be explains. 

However, investors have so far 
steered dear of the airline. Pan 
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Am last year fafiail in its bid to 
merge with Northwest Airlines in 
the US and its negotiations to 
forge a strategic tie-up with KLM 
Royal Dutch Airlines came to 
nothing- Mr Plaskett says he is 
continuing to hold talks with sev- 
eral potential partners. Bat the 
problem is that they appear anx- 
ious to see if Pan Am can first 
dig Ttsnlf out Of its fnmnriiil hole. 

The fliribiB, npnfi the interna- 
tional flagship of the US air 
Industry, has reported operating 
losses in nine out eg the last 11 
years. It will have tost almost - 
$3hn in thn decade excluding 

cam-time pi™ of «inm Than pKn 
from the disposal of assets 
including Intercontinental 
Hotels, its Pacific routes to 
United Airlines, and its famous 
New York Park Avenue sky- 
scraper. In the first quarter of 
tins year, the airline lost $190L7m 
compared with flSl.lm in the 
same period last year. Its balance 
sheet showed a 5629.7m negative 
net worth at the end of last year. 

Pan Am’s problems are in large 
part historical. For years the air- 
fine concentrated on its interna- 
tional operations, but its vision- 


ary founder, the late Juan Trippe, 
forgot that the US was the west- 
ern world’s biggest airline mar- 
ket It was only in 1980 that Pan 
Am secured a large domestic net- 
work with its acquisition of 
National Airlines, the llth larg- 
est US carrier. 

Bnt the acquisition of National 
coincided with the start cf dere- 
gulation in the US, which opened 
up the domestic mexhet. 

Mo re o ve r, the merger of National 
plagued by bitter labour prob- 
lems proved extremely costly tor 
Pan -Am. - -«—*«,** 

Mr Plaskett, a former Ameri- 
can AirUnes exec utive who had 
studied a possible merger of 
American AirHi^w with Pan Am 
in the mid-1970s, was brought in 
to try to salvage Pan Am in 198& 

“What 1 found when I came to 
Pan Am was a unique company 
in the business b em use of 
its heritage and what it had built 
up over GO years under a different 
set of economic conditions,* Mr 
Plaskett explains. “Bnt the 
decade of the 1980s was terribly 
difficult tor Pan Am. Our board 
saw that change was essential or 
the company would not survive,” 


he adds. Mr PlaskBtfs.game plan 
was to sort out Pan Am’s labour 
problems first and fhm, in his 
words, “to return to basics.” This 
essentially involved bringing 
back to profit the large interna- 
tional amine with a new manage- 
ment end a t wro m Unwl organisa- 
tion. 

To do il™, Mr Plaskett had to 
develop the financial resources of 
the company to tty to bring back 
some ffnanHai stability through 
the sale of more assets. But 
unlike the past, he also rein- 
vested about 5220m to Improve 
the Pan Am product, hiring 

■in* gjlMft- fH g hfc- ^ttawtortir ami 

crew members during the last 
two years and upgrading the air- 
line’s service to compete in the 
increasingly touch international 
marketplace. 

The Plaskett recovery strategy 
appeared to be paying dividends. 
However, it was badly disrupted 
in December 1968 when Pan Am 
Flight 103 crashed over the vil- 
lage of Lockerbie in Scotland. 
“The tragedy had a devastating 
effect on Pan Am and the impact 
on our revenues was twimwfiate 
and con t inued through most cf 


1989,” says Mr Haskett Fan Am 
attributes the |2S0m increase in 
its operating tosses last year over 
1988 almost entirely on file Lock- 
erbie disaster. 

Mr Plaskett says Pan Am seri- 
ously considered scaling back its 
European services after Locker- 
bie, turning it into what he 
describes as “a substantially dif- 
ferent airlines.” But thg company 
decided to persevere with its orig- 
inal recovery plan. “It made 
sense to continue. We did that by 
fm p mui n p and refurbishing OUT 
fleet, improving our flight reli- 
ability and dependability as well 
as our Inflight and airport ser- 
vices,” Mr Plaskett explains. 

Although Pan Am saw its traf- 
fic pick up by the of fa** 
year, it still faces a long, uphill 
climb to secure Its future. Mr 
Ptaskett will continue to invest 
In building up Pan Am’s Miami 
hub to capitalise on the airline’s 
profitable South American net- 
work. He also sees the European 
single market of 1992 and the 
opening op of eastern Europe as 
providing Pan Am audits strong 
transatlantic route network with 
promising opportunities. 

But the competition is intensi- 
fying both across the Atlantic 
and In South America with 
American Airlines openly chal- 
lenging Pan Am’s traditional 
position as fh** iwxHwg interna- 
tional US carrier. Moreover, Pan 
Am has few assets left to sail to 
help carry it through another 
patch of fftmTirawi turbulence, ft 
nag already discussed selling Its 
internal German airline services 
to Lufthansa and it could aim 
consider selling its profitable US 
east coast shuttle smvice. 

Mr Plaskett has recently 
launched a marketing campaign 
to revive the Pan Am image 
based on the slogan, “We’re fly- 
ing better than ever.” But until 
he secures a strong partner for 
hia «irHn«», the flnanriai commu- 
nity will continue talking about 
Pan Am’s Impeding collapse. 


News Corp 
plummets 
74% after 
Sky losses 

By Raymond S noddy 

in London 

MR RUPERT Murdoch’s News 
Corporation yesterday 
announced a sharp fall in operat- 
ing profits for the nine months 
to March largely because of 
losses at Sky Television and the 
effect of a seven-month pilots 
strike at Ansett Airlines in Aus- 
tralia. 

Operating profits after tax 
were down by 74 per cent - 
A$ 12 1.1 7m ($93m) compared 
with A5467.im in the same 
period last year. 

The result followed six-mouth 
profits of A$l52m. 

“In spite of the heavy cost of 
increased borrowing for major 
investments in new printing 
facilities and the worsening 
advertising conditions in all 
markets, profits would have 
exceeded last year’s record but 
for Sky Television and Ansett,” 
the company said yesterday. 

Sky losses since September 
1989 were put at A8179m 
although News Corporation said 
the losses at the four channel 
satellite television stations were 
coming down as the number of 
viewers and subscribers 
Increased. Sky Television 
believes it Is now available to 
1.4m homes in the UK and 
Ir eland and says that 526,000 
homes have subscribed to Sky 
Movies, the pay service. 

Net interest charges over the 
period increased from A$59&4m 
to A$697.49m. 

Group turnover over the 
period increased by 14.4 per cent 
from A$5.5ba to ASSJUm. 

For the three months from 
December the operating profit, 
after minority interest but before 
abnormal items, was only AOllm 
compared with A 56 2m for the 
same period last year. 

Stockbrokers ANZ McCanghan 
said yesterday that the News 
Corporation results were broadly 
in ihw with expe ctati ons. They 
added that the underlying result 
combined with plans for asset 
disposals — a float of a minority 
of the company’s Hong Kong 
Inte rests and toe sale of three 
book publishers — should "help 
set a platform for the shares.” 

ANZ McCanghan analyst Hr 
Terry Povey said yesterday: “The 
profit of Agllm is the lowest 
quarter figure for News Corpora- 
tion for many years. But it was 
widely expected to he bad and 
the market will be looking for 
things to Improve radically.” 

News Corp said Fox Broadcast- 
ing In the US was strongly 
improved and newspaper and 
printing operations in the Aus- 
tralia and Pacific haute contrib- 
uted to an 8 per cent rise in the 
region’s operating profit. 

Lex, Page 24 


Trusthouse Forte acquires UK 
hotel chain from Bass for £300m 


By David Churchill In London 


TRUSTHOUSE Forte, Britain’s 
largest hotel group, yesterday 
strengthened its grip on the UK 
hotel industry by buying the 48- 
strong Chest Hotel chain from the 
Bass brewing group for £300m 
(5504m) in cash. 

Bass had announced earlier 
this year that it was looking for a 
buyer for Crest It said it wanted 
to sell the hotel chain to concen- 
trate its resources on Holiday Inn 
hotels worldwide, following its 
flr qrritdtirm of the US eterfn last 

year. Crest hotels were consid- 
ered too small to convert into 
H oliday Inns in the UK. 

THF had long been in the run- 
ning for the Crest hotels, 
although it is understood it 
fought off a challenge, for control 


of Crest from Accor, the French 
hotel group, which is keen to 
pvpwnd into the UK. 

The deal was generally seen by 
the C ity last night as good for 
THF since the price of £300m rep- 
resented an average cost per 
room of £63, 000- 

Bass, however, had expected to 
get more for the hotels which ini- 
tially had included four in Hol- 
land. Bass said yesterday that, 
after selling the Dutch hotels, it 
could expect “aggregate proceeds 
this year from the Crest disposal 
programme to exceed 2400m.” 
Bass shar es fell 9p to close at 
SS8p. THF rose 2p to 259p. 

Th e Crest hotels acquired 'by 
THF are three- and four-star 
hotels primarily for business 


trave llers. They complement 
THF’s existing 89-strong Post 
House ebatn, also aimed at busi- 
ness travellers. 

The Crest chain was developed 
on the strength of its facilities 
rather than location, which 
muting ther e is li ttle, if any, over- 
lap with THF’s Post Houses 
which have been sited on main 
b usines s routes. 

THF, which had a total of- 250 
UK hotels before yesterday’s 
deal, it had not yet-derided 
whether to merge the Crest 
hotels under the Post House ban- 
ner. It added that it was not 
interested in the Dutch Crest 
hotels as it already had similar 
hotels in Holland. 

Lex, Page 24 


BNP to take full control of BAH 


I Chief price changes yesterday I 


By George Graham in Paris 


BANQUE NATIONALS de Paris 
(BNP), the leading French state- 
owned bank, is to take outright 
control of Banque Arabe et Inter- 
nationale irlnvestissement 
(BAH), and will inject FFrQOOm 
($108m) of fresh capital to set the 
Paris-based consortium hank 
back on its feet 

BNP’s duriafon comes after an 
at te m pt to recapitalise BAQ last 
year hit anamber of snags. Vhe 
bank had planned to sell its 
5400m sovereign loan book to 
share h o l d e rs at face value, thus 
removing the obligation to provi- 
sion them from the balance 
sheet But instllnlians represent- 
ing about 20 per cent of BAH 
refused to take up their portion 
of the risks. 

BAH, set up in 1973 by a con- 
sortium. comprising Arab finan- 
cial institutions and non-Arab 
hanks hi equal measurei then 


considered a wide range of other 
solutions, inrinding a new issue 
of subordinated debt 

As the single most important 
shareholder, BNP has now bitten 
the ballet by offering to buy out 
the other shareholders at a price 
yet to be fixed. 

BNP will inject FFrSOOm of 
new funds, before opening the 
BAH capital to new Arab share- 
holders. It plans to keep at least 
51 per cent itself. BAH officials 
said there were already six candi- 
dates, including mainly, aviating 
shareholders, for sums totalling 
well over the available 49 per 
cent 

The French state-owned bank 
will also take roughly half of 
BAlTs outstanding commercial 
loan book, estimated at about 
52bn, onto its own balance sheet, 
thereby reducing BAITS need for 
repttai to meet the Coo k 1 * oapltel 


adequacy ratios. 

BAII will continue, for the time 
bring, to manage the loans for 
BNP, but the reshuffle will accel- 
erate its move to refocus its 
activities away from commercial 
lending and back to its original 
vocation as a fee-earning mer- 
chant bankconcentrating mi fund 
management, property finance 
and investment banking. BNP 
said the bank would continue to 
focus on the Middle East and 
North Africa. 

Paris bankers said yesterday 
that the operation does not 
threaten to mire BNP in difficul- 
ties like those which surrounded 
its bailout in 1988 of Banque 
Internationale de l’Afriqne Occi- 
dentals (BIAO), the ailing West 
African bank. BXAO has cost BNP 
FFrL54bn in the two years sfrice 
it stepped in. at the request of the 
French Gove rnment. 
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Profit leaps 
at French 
investment 
group 

By George Graham 
In Paris 

EUBIS, the investment group 
led by fib Jean-Charles Naomi, 
has warmed up for its plan n ed 
stock-market flotation next 
year by reporting net consoli- 
dated profits of FFrL52m 
($27.6m) in 1389. 

The group said its consoli- 
dated profits were not compa- 
rable with 1988. but that 
unconsolidated net profits 
more doubled to FFrS7tn 
in 1989 from FFrSOm the previ- 
ous year. 

Ends said its net asset value, 
with listed holdings revalued 
to market price, totalled 
FFiSJZta, or FFr&5bn includ- 
ing the proceeds of outstanding 
warrants expected to be exer- 
cised by the end of this year. 

The group, set up in 1987 by 
Mr Naouri, a dose adviser of 
Mr Pierre Bdrdgovoy, the 
Finance Minister, has bunt up 
a considerable portfolio of 
investment holdings in compa- 
nies such as Spep, Centenaire 
Mangy and ImitaL 

It has also buOt up a track 
record of participation In a 
number of leveraged buy-outs 
in France and abroad - Fem- 

brldge, Isosceles, fipantex 

and as a player In a number of 
France's most hotly contested 
stock-market battles, such as 
the assault by Mr Georges 
Pebereau’s Marceau Investdsse- 
mumfr on Soctete GdMrale, the 
privatised bank, or Paribas’s 
bid last year for the Navigation 
Mivfrp conglomerate. 

Mr Naouri Is interested in 
other opportun ities in the UK, 
targeting companies which suf- 
fer from a market discount 
because of concern over the 
UK economy, but which also 
have a considerable proportion 
of non-British assets. 

CERA in DBL 
loan provision 

BELGIAN savings hank CERA 
Spaarbank han made a loan- 
loss provision of BFrSlOm 
(861m) on its 1989 results to 
cover file risks on a loan it 
made to US investment hank 
Drexel Burnham Lambert, 
Reuter reports. CERA lent 
Drexel $10.6m in 1988 In the 
form of a floating-rate note. 


Pharos to acquire US 
laser unit in $350m deal 


By John Burton in Stockholm 

PHAROS, the high-tech arm of 
Nobel Industries of Sweden, 

' will buy Spectra-Physics of the 
US, the world’s leading pro- 
ducer of laser equipment, from 
Ciba-Geigy of Switzerland for 
around 8350m. 

The deal comes less than two 
weeks after Pharos made a 
£l5Bm (826.6m) bid for Conti- 
nental Microwaves, the UK 
communications equipment 
manufacturer. 

The two acquisitions are 
expected to almost triple 
pharos’ turnover this year to 
SKr4bn ($6&5m) from SKrL4bn 
in 1989. Pharos had a profit 
after financial items of 
SKrl60m in 1989. 


Pharos said it expected to 
see synergy effects that would 
improve the earnings of Spec- 
tra-Physics, which repor te d a 
pre-tax profit of $15m on sales 
Of S324m In 1989. 

Both companies produce 
similar electro-optical distance 
measuring equipment for con- 
struction, with this sector 
being Pharos’ biggest business 
area. 

Pharos will gain a significant 
slice of the global market for 
gas and solid gas laser equip- 
ment, of which Spectra-Physics 
has a 38 per cent share. 

The lasers are mainly used 
in wricnHfln research *md medi- 
cal equipment Spectra-Physics 


also produces special optics for 


The California-based com- 
pany also has 55 per cent of the 
world market for slot scanners 
used in retail outlets. 

In addition, it manufactures 
liquid chromatographs and 
data systems for the ehwiwwil 
and pharmaceutical industries. 

Urn purchase of Spectra- 
Physics will be partly financed 
through a snare issue of 
around snrnhn , 

Nobel, the chemical and 
armaments conglomerate, will 
subscribe to 75 per cent of the 
new issue, almost equivalent to 
its holding in Pharos, and 
guarantee the rest. 


US glassmaker’s Europe plans 


By William Dawkins in Paris 

GUARDIAN Europe, the 
US-owned glassmaker, which 
has 9 per cent of western Euro- 
pean glflM making nt pan . 

ltyT is planning to build a 
8100m plant, its fourth in the 
region. 

Mr Jim Moore, managing 
director of the Luxembourg- 
based company, said the deci- 
sion on where to site the fac- 
tory would be made in the next 
month from “numerous possi- 
bilities” in France, Italy and 
Spain. 

The plant, with a daily 
capacity of 500 tonnes to GOO 
tonnes, would initially take 
the slack while Guardian 
repairs one of its two Luxem- 
bourg factories. But it would 
significantly increase the 


group’s net capacity in the 
early 1990s, said Mr Moore. The 
group’s third European factory 
is in northern Spain. 

The flwnmmwtrnont fa Tat. 

est sign of increasing competi- 
tion in the European glass 
industry, following the take- 
over two weeks ago of Sola- 
glas, a leading UK fabricator 
and distributor, by Saint-Go- 
bain of France, Europe’s larg- 
est glassmaker. 

Mr Jeau-Louis Beffe, Saint- 
Gobain’s chairman, is pressing 
the French Government not to 
tempt Guardian with a higher 
level of investment aid than 
the FFr32m (86m) the French 
glassmaker received for its 
newest FFr500m to FFrOTOm 
plant, opened in southern 


France last summer. 

It is understood that a site 
near Nhnes in southern France 
is among the US company’s 
options. SalntGo bain nffiroaia 
also question the wisdom of 
opening new and possibly sur- 
plus capacity, a fear dismissed 
as unrealistic by Mr Moore. 
Salnt-Gobain controls 13 flat 
glass plants across western 
Europe, giving it 
37 per cent of the region’s 
capacity. 

Guardian believes the Euro- 
pean glass market will grow by 
3 per cent to 5 per cent in the 
near future and is expecting 
strong demand from the con- 
struction industry in eastern 
Europe, where it is building 
another factory in Hungary. 


Plans for Degussa/Merck link collapse 

By Katharine Campbell in Frankfurt 


TALKS between Degussa and 
E. Merck, aimed at ernnhinfag 
the two West German compar 
riles’ pharmaceutical 
operations, have collapsed doe 
to insufficient synergy, it was 
announced yesterday. 

Degussa, the precious metals 
and chemical concern, had 
been looking for a partner for 
its Asta Pharma subsidiary, to 
help spread the very high 
research and development 


costs invariably associated 
with the pharmaceuticals busi- 
ness. 

Merck, which specialises In 
pharmaceuticals and some 
chemicals and is privately 
owned, had been interested in 
absorbing Asta Pharma, offer- 
ing Degussa a stake in Merck 
in return. 

Analysts had assumed that 
Merck would be particularly 
interested In tire other compa- 


ny’s progress in the field of 
research into cancer therapy 
drugs. 

Merck, with pharmaceutical 
sales last year worth 
DML48Sbn (8903m), and R&D 
expenditure at 31 per cent of 
turnover, said it would not be 
looking for another partner. 

Degnssa’s Pharma unit has 
sales of DM748m and an Bfti) 
of 9 per cent of 


ABB told 
to transfer 
control 
ofFTCL 

By John Wylea in Rome 

A ROMS magistrate yesterday 
ordered Asea Brown Boverl 
(ABB) to pass majority control 
of FTGL, the Ttaii™ electrical 
generating equipment mann- 
facturer, to the joint venture it 
set up last year with Ansaldo, 
part of the Id Finmeccanica 
engineering and electronics 
group. 

In a Judgment which gave 
A nsaldo- Ffauneccani ca most of 
what it sought, but which also 
allowed ABB to e xp re ss some 
satisfaction, Judge Domenico 
Bonaccorsi found there was no 
valid reason for ABB to delay 
the t ransfer of 51 per cent of 
FTGL shares. Control ofFTCL 
was due to pass to Ansaldo 
Amt CoumonentL GO oer 
owned by Ansaldo, under a 
ra tionalis at i on fl wi g nf d 
to strengthen Italy’s generat- 
ing equipment sector by devel- 
oping the joint venture's tech- 
nical ffa wwMwi and by whtaff 
it a privileged supplier to ABB 
of power station boilers and 
steam tnzMnes. 

During earlier hearings, 
ABB argued it had decided to 
delay the effective itwmrih of 
the Joint venture until the 
European Commission ruled 
on tte compatibili ty with the 
Community anti-trust rules. 
Judge Bonaccorsi said he fid 
not feel bound to suspend 
judgment a Commis- 

sion decision said the 
antitrust famBcatione of the 
Joint venture agreement were 
minimal because It would 


affect only the Italian market 

However, he required Aneal- 
do-Flnmeccanlca to ensure 
there was no transfer of tech- 
nologies from FT CL, which 
manufactures under licenses 
from Combustion Engineering; 

to Aimnliin , which bnlda Hah , 
cock and Man licenses for 
its boilers, nwtii Am Commis- 
sion had taken a view. 

Expressing Its satisfaction 
with yesterday's judgment, 

AmnHri . Wmn a w!aiilw Said it 

would not take any steps 
which would prevent the even- 
tual application of any Cam* 
mi«ri«m judgment against the 
joint venture. ABB pro- 
nounced itself satisfied on thin 
point last night and undertook 
to co-operate with Ansaldo* 
Finmeocanka. 


Strong pre-tax earnings 
lift UK supermarket chain 


By NHdd Taft. 

J. SAINSBURY. the super- 
market and stores gronp, yes- 
terday unveiled full-year fig- 
ures at the upper end cf ana- 
lysts' expectations. In t he 12 
months to March 17, the group 
made £420.7m <$707m) before 
tax and pr o perty profits, com- 
pared with £3S2^3m a year ear- 
lier. 

vatingotto axdo!r& fthe* 1 5BP ’ 

side was “buoyant” throughout 
the year. 

It reported an overall UK 
trading margin of 7.04 par emit 
compared with per cent in 
the previous period, and 
ra«rim ad that its market 

share on UK food sales had 
Increased from 10.9 per 


cent- to .11.6 per cent. 

However, growth came pre- 
dominately from the ^add ition 
of new stores, and fro m the 
group’s larger existing stores. 
Across the entire chain, ‘Tito 
for-Uke” volume growth was 
n e gtigii b te, wh ere as for stores 

of more than 25^)00 sq ft, “like 

for Eke” sates growth topped 12 
pear cent against price inflation 
of only 6B per cent . 

Sainsbury’s total gronp sales 
in the 52-week period reached 
£7.26bn, compared with E5Blhn 
a year earlier - a figure 
slightly distorted by the Sava- 
centre hypermarket business, 
which is now a 100 per emit 
subsidiary rather *b«n a 50 per 
cent associate as in 1989. 

Salnsbury saw sales of 


SSSOm, 15.1 per cent up on the 
previous year, and operating 
pr o fit of £409m compared with 
£34L8ro- 

Some 32 supermarkets were 
opened, although the total 
«d»Hn size remained little 
changed at 291 outlets. 

At Savucentre, operating 
profit reached £l7Am against a 
£i6.7m in the pre- 
vious year, on sales 20 per cent 
higher at £365Bm. 

Even the Homebase chain 
saw operating profits advance 
from £8£m to £UL9m on sales 
of £20O6m against flEtam. 

Lord Salnsbury, chairman, 
acknowledged that the DIY 
market had been difficult but 
said that this had, if anything, 
Improved since the year-end. 


SBC wins control of Italian bank 

By William Duflforca in Geneva 


SWISS BANK Corporation, 
second largest 


Switzerland’s 

bank, has effectively secured 
control of Banca deHa Svizzera 
Italians (BSD, the country’s 
sixth biggest listed bank, 
through its acquisition of a 48.7 

S cent stake in Unigestion, 
Geneva-based finance com- 
pany. 

Details of the deal, 
anno unced on Monday, were 
disclosed In Zurich yesterday. 
SBC stressed that the Lugano- 
based BSI and Unlgestion 
would continue to operate 
independently under their 
OTiatinff manaprni ftrrfft, but 
SBC will become the biggest 
stakeholder in each of them. 
The focal paint of the deal is 

Uni-Tower Holding, the coin- 


set up by Unlgestion with 

; Tower, the New York 

company owned by Mr George 
Kipfn, the property developer, 
to hold the interest in BSI they 
bought in 1988. Uni-Tower 
owned 3&5 per cent of the BSI 
share capital and 49l9 per cent 
of the voting rights. 

On Friday Unigestion bought 
out Park Towers 48 per cent 
holding in Uni-Tower for an 
undisclosed sum, taking its 
control to 100 per cent. On 
Monday SBC said it had 
acquired 48.7 per cent of Unl- 
geetion through the purchase 
of a block of unlisted regis- 
tered whore s. 

Yesterday Mr Bernard 
Sabrier, President of Unigee- . 
ttiw l MHwuMswd Hint w« com- 


pany would shortly raise its 
equity from SFr217m (8155m) 
to between SFr420m and 
SFrSOOm depending on stock 

mHwt flftndWWM. 

The capital increase would 
be placed with SBC and other 
shareholders, leaving SBC with 
juat fees than GO per cent of the 
Unigestion share qpifa ii 

Mr Sabrier aud i os associ- 
ates would retain 25 to 30 per 
cent and the rest would be 
in independent Investors' 

InnvR 

SBC said it had no immedi- 
ate plans to take its stake 
b eyond 50 per cent by buying 
more Unigestion shares on the 
rawrtrwt Nor was it seeking to 
conve rt its SFrSTDm 

loan to Uni-Tower into equity. 


Steelmaker out of red after 14 years 

By John Wyleo In Romo 


A 14-YEAR term of continuous 
losses by Italy’s public sector 
steel industry was brought to a 
close last year when Rva. for- 
merly Flnaider, achieved net 
profits of L208bn (817m) on 
sales of UOBOObn. 

Ilva’s top management 
reported that first-quarter 
earnings were running higher 
than forecast, despite a fall In 
prices for steel cans. The com- 


pany said last year’s perfor- 
mance owed much to the 
str eng t h . cf the steel market, 
but an impor tant contribution 
had also been made by a 
rationalisation pfan aimwi at 
cutting operating costs of 
Ll^OObn by 1993. 

The benefits of enhanced 
efficiencies and a new capital 
base following the liquidation 
of Huskier are evident from 


the company’ls results. Its gross 
operating margin cf LLSffibn 
was 17 per cent of sales while 
its cash-flow of L1450bn was 
sufficient to cover technical 
investments of L4l0bn and 
shareholdings in private sector 
steel companies of LSSObn. 
Some L422bn has been set 
aside rat of onthmry profits for 
extraordinary provisions 
restructuring costs. 



SINGAPORE LAND LIMITED > 

(Incorporated in tbe Republic of Singapore) 

UIC TAKE-OVER OFFERS 
FINAL BOARD RECOMMENDATION 

The Board of angaporc Land limited (“Singapore Lantf or the “Company") la laming the following anTt ra inccT nent in order to o nmnniotott e to final advice 
ra Shareholders and Warrant Holders la relation to the UIC takc-owex Offer*. ta determining this advice, tte Board ba» taken note of andJras accepted the views 
of Its Independent financial adviser, Baring Brothers ft Gel, Limited (“Barings”). 

THE BOABXTS AMD BAKINGS' BOCAL BEOOMMErTOAXKJNS 

Based on the factors r evie we d below and faktog Into c on rid et atiop the adrtoeqf R a ring* , the Board's final rr c oimnra dadotno Shareholders and Wtarant Holder* 
Is aw follows: 

(s0 Shareholders and Warrant Holders with short-term Investm en t o bj e ctiv e s ahocld accept the PIC Often or aeU their imeBuncm In die market ff a higher 
net price than the relevant Offer prtoe la obtainable. 

(b) Shareholders and Wmant Holders who are uncertain about die future of the Co m pany under the comrolof UIC should likewise accept die PIC Offers 
or sell rheir Investment in the market if a higher net price than die relevant Offer pice la obtainable. 

(p) Shareholders and Warrant Holdem who wish to a longer view and consider that under UlCs cont ro l die ry wnjw iy axtf for all sh. i. tiniA-w 

and warrant the full of the Company's ti»owHri retain their shares and/or whtrams. 

Shareholders and Warrant Holders ate strongly advised to note that UICa Offers will dose an Friday, 18th May, 1990 at 5-00 pro. and will not remain open for 
acceptance beyond that 

and SBfatrapt HoMflni ihnuld also nave tim the Bonrri-v wnsniwnthitaM am am ihowe would ant he offrasieri wena the PIC OBm aa he ilwriinpd 
unoxuUtiooal prior to 1BA May, 1990- 

In considering the Board’s and Barings’ reaonunendadoQS, ShacchoMcts aid warrant Holders may wish u take note of the deds to aa oE die D i rectors of 
Singapore land which are set out below and private Investors may wish to seek p ro fes sion al advice. 

Background 

On lldi May, 1990, the Company issued a Circular to Shareholders and Warrant Holders- Based on the material financia l and commercial Information retains 
to Singapore land and fas prospects c o n ta ine d In the Ci rcular and on the advice of B a rina , the Board sdvtecd Shareholders and Warrant Holders chat the UIC 
Offers significantly undervalued Sing ap ore Land and due they should not accept tbe UIC Offers and should retain their investment In S in ga p or e MmH, The 
Board, however, noted that UIC had, by 20th May, 1990, succeeded in am miniating through m a ria* purchases a total shar eh olding, hi die Company of 44 S per 
cent, of the issued ordinary Shares and dm UIC was therefore dose 10 schfertnE (oc aright have a chieved) effective control of the Cnmpen y. The Board aiao 
noted that the UIC Offers would dose on 18<h May, 1990 and undertook to communicate with Shareholders and Warrant Holders again by no taer than I5dj 
May, 1990 to report an developments and advise Shareholders and Vihxtant Holdem accordingly. This a nn ouncement meets that undertaking. 

Since the release of the Company's circular on lltfa May, 1990. tbe Board and Barings have tmdexxaben a further detailed review of the Company's position in 
the light of relevant devdopmerus. 

The salient fea t ur es of this review are: 

(1) Alternative Strategies 

On 4th May. 1990, the Company announced that It was 1 _ _ _ 

1990 confirmed that It was condoning to ex a mi n e any such available strategies. One important st ra tegy was to taamlne the poaaibdfcy of attracting 
alternative take-over offers from thixd ponies an * basis mare attractive than UlCV proposals. Dtteuarioaa with ihhd patties of the potability of negotiating 

' * did not prove friritfid prior to die release of the ehcnkr on 11th May, 1990 ami Barium an 


1 a view to maximising shareholder valine and on 11th May, 


,llwna th p 

behalf of die Board has 


Ho w ever, these d iscussi o n s did \ 

wn nt fBiwt wKav ivi twk tin r I 


CO 


(3) 


(4) 


(5) 


CO 


,w*h third paries eatas. May, 1990 and Baings oa 

Apart from the approach to UIC des cribe d below the Board confirms tint It does not believe that any other strategies ate now available to k to respoml 
to tbe UIC Offers. 

Approach to OJC 

Following the release of the C ompan y’ s circular on Jlth May, 1990, Barings on behalf of the Board approached UIC th ro u g h Us advisers, Orioozp 
Inv es t me nt Bank (S ing a p o re ) limited, with a view to Inviting di scus sions to esphxe the possibility cf an agreement be t we e n the Company and UIC whim 
would provide for increased offices by UIC supported by tbe Bond’s recommendation. This tq^xoach was nrtected and. as of the time acuris announcement, 
the Board and Barings believe that there is no prospect of any substa nt ive discussions with UIC prior to the dose of the UIC Offers. 

UIC Purchases in tbe Market 

On 11th May, 1990, UIC acquired a Amber 4,214,000 Singapore Land Shares at prices ranging from *14.975 to *1540 per Shore and 750,000 S in gapore 
Land warrants at prices ranging from 17.40 to 17.49 per Warrant. As a result, UIC then held 61,936,126 Singapore land Shares CLe., 47.27 per rent- of the 
131/116,191 existing Shares In Issue) and 5,036,000 Singapore Land Whams (be, 12-28 per cent of the total warrants outstanding of 41,010,400). 

Singapore Land's Share Price 

The Board and Barings have considered tbe possible evolution of the price of the Company's Shares and Wtan following the closing of UlCs 

Offers. The Board believes, based on the HubnnaBon conce rn ing the Company and its prospects c o n t aine d In the rirmlar and the Company 's various 
announcements, these prices oonfinur in undervalue Singapore lend anil that, in. normal c ircu mstances, these prices might be supported by the 
publication of the Company's asset revaluation and profit forecast. Tbe Board notes that die ruling price levels fix Singapore Land Mures have been 
between 113.10 and *15.10 and for the Warrants have been between |6J0 and $8Jt5 in the period from 1st January, 1990 to date. The Board notes that 
during this period, UIC has been the largest single purchaser of Singa p ore Land Shares and that UIC has been able to continue to purchase Shares and 
warrants at or bdow the respective UIC Offer prices, notwithstanding the release by the Company of the der ail ed in fo r ma l ! o n contained in die Company’s 
Circular and announcements. Tbe Board and Barings t he re fore believe on balance that three price levels may not be sustained beyond the doing of 
UlCs Offers in the circumstances where UlCs buying orders were withdrawn from the maftn 

Hanger Effective Control 

The Board recognises that, as a result of UlCs success hi purchasing Shares and Wtasmra In die market over aproktoged period and ta Dasttcular foUowine 
Us further purchases since 10th May, 1990, UIC Is in all normal circumstances In a position to assume effircdve control of SI 
therefore in the future control most rn y ve ra of the «M»«yniwit of the cnmpan y; Including In particular die future comp osition < 


Tbe WC Offer Timetable 

The Board is particularly concerned that UlCs Offers will not remain open fix ac c ep ta nc e bwond 5B0 pjn. on Friday; 18th May; 1990. ft is therefore 
essential that Sirareho! decs and Warrant Holdem are fully mxidsed cf die Board's final views by (ms announcement so as no hare su&ctenc time bo consider 
their individual positions In die light of those views. TueBoard wishes to make It deai; howevgt; that these views are given w itho u t fcaowtodge of what 
level of acceptances. If any, of the UIC Offers may have been received to date by UIC. 

DHfflCTOBS* DBOSKXHS 

In the Circular of 11th Msy, 1990, Mr SJ. Tho, Mrs Mildred Tho-Onft Sir Peter Alfred Graham and Mr Ewee llong Keng disclosed their decisions not to accept 
the WC Offers in respect of their interests In Shares and Warrants, in line with the rec o i nn ien<lailqn_n»ade in the Cfaru ta: All of the above have reconfirmed 
this decision. Mr SJ». Tio's decision to retain his Investment is based on personal factors which reflect tab kxu-ieaa imofaemeia with the Co m pa ny . This 
decision is shared by Ms Mildred Tho-Ong, The dedbJoos of Mr Kwee Lkmg Keng and Sir Peter Graham are baaed on the recommendation set out in paragraph 
(c) above. None of tbe remaining Directors bow any Interests, direct or incHrea, in any Shares or Warrants. 

\t £ Shares and Warrants fat which Mr &P. Iho b Interested 


associates. 


: of the UIC Offers. 


*rh«» rHnecfdra of SingapcMH Land finrhirltng those who have delegated detailed aupcrvteioo of this announcement) hwe taken all reasonable car e ip en sure dm 
tbe facts and opinions sated In this announcement arc fair aod atScunuc and that no material facts bare been Omitted and they Jointly ana severally accept 
responsibility accordingly. 


load UnOed rad hMbem 
■ HI . Him* il M I fiiUntlff 


„ „ rBradicaftCv.tMkfdaurdivtrapwtudraaiMSTsl’ilw WrilSarerai Angst. 

u eMuddimoWnipnnHuiiI tanked. 
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VERY GOOD 1989 PERFORMANCE 
PER SHARE DIVIDEND GROWTH: 39 % 

At its meeting of April 12, 1990 chaired IwPienBDBuziet the BoaitiofDiiBCiigrtQfHawfliiiOTkwBd the Of WHn ’s 

consolidated accounts for fee year ended December 31, 1989. 


CONSOUDAEED RESULTS 

InFFnafims 

1989/1988 

in% 

1987 

1988 

1989 

Revenues 

Income from current operations before taxes 

Net income e*riuding minority interests* 

Cashflow 

Investments 

Consolidated diaidKiIdets^ equity 
(excluding wiMH'ily Interests) 

Dividends for foe year paid hy foe Parent Company 

13J08 

764 

551 

342 

994 

1,462 

101 

15,796 

1454 

751 

748 

1481 

2451 

139 

wrf "vr'B 

♦ 195 
+ 444 
+ 29.8 
+ 483 
+ 20.6 

+ 1179 
+ 583 

Net income* per share** 

• calculated on the average nmriier fa the year 

• calculated on the number outstanding at year end 

Dividend per share** 1 • 

la francs 

+ 229 
+ 141 

+ 39.4 

1 - ■ 1 




* Before amortization tfgoodwifl (Ota 1987, FF 52 mflftonta 1988; IT lZ6miffian in 1989L 
** Before split (2 for 1) and bee shares (I for 3) effective M^y 7, 1990. 

^netiiKMnieforjte^bfoainoriizatioDofgPodw^^^ 

I net income 


Tilting into account foe August L 1989 capital inoease of FF mflBan on a 

earnings, ' w 

increase of+ 117% Hr retain on amagp equity in 1989 was 286%. 


basis together with the vest's 
aited to FF 4j667 mflban at year end, an 


minority interests. 

Tilting into account the high level of investment in 1989^ - FF 1J665 million rf the cash flow - FF ltQ 9 million - net asset 
disposals - FF 375 million -, and foe capital increase, the net cash anility consolidated companies at war end amounted 
to ^ 3 J221 mfllion as compared to FF 1,408 in 1988L 

PER SHARE IHVIDEND GROWTH <EP 39% 

The Extramdinaiy Meeting cf Shareholders held on 
foe par value of the share ty 2 after distributioofffree 
1989. The effect of these ded 
or by Z66 as of May 7, 1990. 

The dividend, before foe tax credit, per new share (382H405 shares Instead tf H3304Q21 subfetf to anmiral hr 
the Annual Shareholders' Meeting crTnne 2t will amount to EF 5J5 per new shareffF3530 ptfOTreM as 

to dividend of EF413 onfoe a^nsted nunfoer of siares, an inoease rf39%.The(Mknd wffl be payate 

1990 OUTLOOK 

Based on a review of foe 1990 business plans of Group subsidiaries andfost-quartertremkgrowfoofsom^ 14 * 
in net earnings per share may be anticipated. 


a factor of 8/3 
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Tomorrow, there’ll be even less room 
at the top in banking. 


Today, only a few institutions hold truly commanding 
positions. Tomorrow, there will be fewer still. 

• 1 Bankers Trust understands what will be required of 
leaders. Of those institutions who will continue to command 
respect and trust worldwide. 

Substantial capital, and the earnings to increase it 

assets— with the liquidity changing times 
demand. The ability to assess and manage risk. 

An integrated global presence, not scattered outposts. 

A full arsenal of product powers, to deal with an 




The skills to compete on an efficient, lowest-cost basis. 
To exploit technology to its fullest . 

: - "And to attract outstanding people by providing an 
environment in which the best can thrive. 

All of these criteria must be met by leaders. Our 
commitment to be among the leaders is unqualified. 


□Bankers Trust Company 

Because today isn’t yesterday. 


' London: 1 AppoJd Street, Brpa4gate, London EC2A2HE New York 280 Park Avenue, New York, NY 10017 Tokyo: 2-1, Marunouchi 2-chome, Chiyoda-Ku, Tokyo IDO MEMBEROFTSA 
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Generate Bank 


RESULTS 1989 


Consolidated results for tbe year 
-*ic«ng 31.12.89 (all amounts 


ECTJ(*) 


% CHANGE 
89/88 ' 



(*)1 ECU = BEF 4238 


POINTS TO BE NOTED 


■ Strengthening of own funds (up by 19% after dividend distribution) 

■ 100% cover for country risks 

■ Without tbc extraoixlinarypixyriskmfi^cmintry risks, the net profit ft)r tbe year would have been BEF 10,586 
mini on, an Increase of 42% 

m The Bank’s position as leader in the capital markets and in the field of foreign trade finance has been 
strengthened 

■ Maintenanc e of the dividend 


© 


Generate Bank 
MaotQgnedaRttcS 
B-1000 Brussels 
Detephane (32-2) 516 2111 
UcfiB (32-2) 5184222 
Ida (046+) 21283 


Generate Bank 
London Branch 
,4Blahof»gaf£ 
London ECZN4AN 
■Wq*one (44-1) 621 9441 
Tfclrfix (44-1) 626 7741 
Tfcte* (051+) 884411 


BmqaeBdgeltil 
• 4HfahofMgate 
London EC2N4AD 

Itetephone (44-1) 283 1080 
- tele£u (44-1) 626 0406 
Me* (051+) 886604 


U.S. $150,000,000 


First Bank System, Inc, 


Floating Rate Subordinated 
Capital Notes Due 1996 


Interest Rata 


per annum 


Interest Period 


16th May 1990 
18th August 1990 


Interest Amount per 
U.S. $50,000 Note due 
18th August 1990 


U^. $1,086.11 


Credit Snisse First Boston limited 
Agent Bank 


FIRST CHICAGO CORPORATION 
US$200,000,000 floating Rate 
Subordinated Capital Notes Doe 1997 
Notice of Rate of Interest 

Notice is hereby given that the rate of interest cm the Floating 
Bate Subordinated Capital Notes due 1997 (the "Notes") 
issued hy First Chicago Corporation for the interest period 
commencing 15th May, 1990 and ending on 15th August, 1990 
has been determined to be 8 11/16 per cent per annum. The 
interest payment dale for sudi interest period is 
15th August, 1990- The interest amount, La. the amount of 
interest payable in respect of each US$10,000 principal 
amount of Notes, for such interest period is US$222.01 



: - 1 1 *- • \ ■ .t'l .• j 


Aa Agent Bank for 
fk*t Chicago Corporation 


U.S. $175,000,000 
Floating Rate Certificates due 1990 
Payable solely from the proc eed s 


of a loan made to 



Istituto per lo Sviluppo Economaco 
■ DtettTtaHa Meridionale. 


Kir die six months 15 th May, 1990 to 15 th November, 1990 the 
Certificates trill ca r r y an interest rate of 8)4% per annum with 
amo unt of U.S. $447.22 per U.S, $10,000 Certificate 
a 15th November, 1990. 


E 


Rankers Trust 
Company, London 


(fij Bikuben 


U.S. $250,000,000 


BANK OF BOSTON 
CORPORATION 

Subordinated 


Floating Rate Notes Due 2001 

Issued 10th February 1980 


Interest Rate 
Interest Period 


Interest Amount per 
U.S. $50,000 Note due 
16th August 1990 


836% per annum 
16th May 1990 
18th August 1990 


U.S. $1,088.11 


Credit Suisse First Boston limited 
Agent Bank 


Spar ekas sen Bikuben 

(A Savings bank estattish&d under Danish Banking La*) 

U.S. $45,000,000 

Floating Rale Subordinated Notes due 1996 

Holders of Floating Rale Subordinated Notes of the 
above issue are hereby notified that for the interest 
period from 16th May, 1990 to 16th November, 1990 
the following information wffl appty:- 

1. Rate of Interest 8.75% per annum 

2. Coupon Amount US$447.22 

a Interest Payment Date: 16th November, 1990 . 


Agent Bank 

Bank of America International Limited 


U 

The Chase Manhattan Corporation 
UJS. $250,000,000 

Floating Rate Subordinated Notes due 2000 
for the thrre months I5ih May, 1990 oo 15th August, 1990 the Notes 
will cany an interest rate gf 8H% per annum with a coupon 
amount of U.S. $217.22 per U.S. $10,000 principal amount, 
payable on 15th Au gost, 1990. 

a BankereTmst 

Company.LOBdon Agent Bank 
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INTERNATIONAL COMPANIES AND FINANCE 


JC Penney 
profits fall 
short of 
predictions 


Pathe sells Cannon stake 


By Alan Friedman in New York 


By Karen Zagor 
in New York 


J.C. PENNEY, the fourth 
largest US retailer, yesterday 
reported disappointing sales 
for the first quarter, reflecting 
a decline in its nonrdepaitment 
store businesses. 

Although net income far the 
three months improved by 
more than 20 per cent, to 
$154iii or $1.15 a folly-diluted 
share against $128m or 93 cents 
a year earlier, analysts had 
expected profits of about $L30 
a . share. The 1989 results 
included a onetime charge of 
520m or 16 cents a share. 

Sales grew 6 per cent to 
$3.8bn from JJL58bn a year ago. 
Tbe company said gross mar- 
gins as a percentage of retail 
sales declined in the latest 


PATHE n ornmnnlwiHim^ the 
Hollywood studio controlled by 
Mr GiancarloSarretti, the Ital- 
ian financi e r , said yesterday it 
had agreed to sell its 60 per 
cent stake in Cannon Pictures, 
a low-budget motion picture 
s ubsid iary, to Trihoof Invest- 
ments, a Dutch-registered ccmi- 
pany. 

Mr Aurelio Gomes, Pafhfi’s 
chief financial officer, stressed 
yesterday that the deal was net 
connected to Patlte’s $l.2bn 
tender offer to acquire MGM/ 
UA, the film and television. stu- 
dio. 

The net cash proceeds of the 


Cannon transaction will be 
around 53m. Mr Genres also 
said he expected Pathfi to make 
its third $50m payment tomor- 
row of a security deposit on 
MGM/UA* „ . 

Trihoof is controlled by Mr 
Ovidio Assonitls, an Italian 
who already owns 15 per cent 
of Cannon Pictures and serves 
as its chair man . 

Cannon Pictures, formerly 
known as 21st Cen tury D istri- 
bn tio n. was a bankrupt com- 
pany acquired a year ago by 
Pathe. It is not connected with 
the old Cannon Group, which 
Mr Parretti renamed PathA 


Trading in shares of Cannon, 
which * is quoted 
over-the-counter .was 
suspended yesterday morning 
at % of a cent, slightly below 
the 13.6 cent-per-share tender 
offer being made by Trihoof. 

Mir Ted Cohen, a lawyer at 
Paihfi, said yesterday that the 
total value of the Trihoof ten- 
der for Cannon was 58.7m, of 
winch Paths would receive $Sm 
for its 60.1 per cent of outstand- 
ing shares. Mr Cohen said 
Pathe would hand back $2m to 
Trihoof 52m, representing part 
of a 50 per cent stake in rights 
to the film Midnig ht Ride. 


Southland operating loss grows 


By Roderick Oram In New York 


quarter. Improved marg in ^ 
from stores were offset bv 


from stores were offset by 
lower margins for catalogue 
mercha ndise and drug-store 
operations. 

The company's shares fell 
51% to f65% at midday yester- 
day on file New York Stock 


The limited, are of the larg- 
est US companies specialising 
In women’s clothing, reported 
a 38 per cent Jump in first- 
quarter net income an sales 
which grew 15 per cent For 
the three months ended May 5, 
it had net earnings of |82^m «■ 
34 cents a shar e an of 
fLlhn. 


SOUTHLAND, the highly 
leveraged parent of the 
7-Eleven convenience store 
chain, has reported an 
increased pre-tax operating 
loss that augurs poorly for its 
efforts to restructure its 
finances. 

The loss from continuing 
operations for the quarter 
ended March rose to 5162m 
from 5188m a year earlier on 
sales of $L94bn, up 2 per cent 
from $L9bn for the quarter a 
year earlier. 

Tax benefits totalling g»L5m 
reduced the net loss to 169.4m 
or 85 cents a share, while a 
year earner tbe net loss was 
5169.4m or 86 cents after tax 
benefits and charges for 
exchanging debt- 

The Dallas-based company is 


trying to restructure $L8bn of 
publicly traded bonds that 
fjpT jwd financ e the $4-9bn lever- 
aged buy-out of the company 
in 1967 by the Thompson fam- 
ily, its founder. 

The latest figures under- 
scored the bleak prospects the 
company outlined recently in 
its debt exchange prospectus. 
Even if the restructuring is 
completed, it expects at best a 
break-even cash flow until 
1997. 

The plan, announced in 
Match, is running into resis- 
tance from investors who feel 
it is too generous to the 
Thompsons. 

They will retain a 15 per cent 
equity stake in Southland 
while bondholders will receive 
10 per cent, and 75 per cent 


will be sold for $400m to tbe 
Japanese franchisees of 
7-Eleven. 

The company, with its larg- 
est convenience store chain in 
the US, reported a 3.6 per cent 
rise in sales per store per 


month during the quarter. 

Gross merchandise profits 
were 2 J5 per cent higher than a 
year earlier, when results were 
hurt by heavy price-cutting on 
selected products. 

Retail petrol gross profits foil 
2.4 per cent due to fewer stores 
offering petroL 
Both 7-Eleven and Circle K, 
the country's two largest 
chains, have been hard hit by 
competition from petrol sta- 
tions with convenience stores 
owned by the top oil compa- 
nies. 


Bank sell-off brings capital hopes 

Richard Johns reports on the privatisation of Mexican banks 

M exican officials are — — ^ ■ ■■■ kerage - house Acciones 

hoping for a return of Moxican banks - Valores - a leading contend 

flight capital to the — — ■ tt 1 for Telmex - has bought 


flight capital to the 
tune of $I0on in the wake of 
President Carlos Salinas de 
Gortarl’s decision to privatise 

the mnmiMrial hnnht 

The privatisation Is being 
seen not only as a measure to 
reduce the role of the state but 
als o as a key instrument to 
generate private sector comfl- . 
dence in the adndnirizatkm's 
economic policies. ■ - 

The state majority holding s 
in the country's 18 commercial 
banks — 70 per cent of total 
equity — have a current mar- 
ket capitalisation approaching 
54L5bn. This promises to be an 
even larger divestment than 
the proposed, pri v a tis ation et 
the state’s 87 par'emi Steke in 
the national- telephone., eom T : 
pany^ Trimex, valued at tSMttxJl 

But while tee Telmex sale 
has been well flagged in 
advance, the bank privatisa- 
tion has crane as a surprise. 
When President Salinas deliv- 
ered his first state of the union 
message six months ago, he 
gave no hint of touching the 
banks. The banking system 
was taken ova: in 1982 by his 
p redecessor bat one, Mr Jose 
Lopez Portillo, and its repriva- 
ti s a t io n w as precluded. by the 

The general assumption was 
that the legislation necessary 
to permit the denationalisation 
of the banks hi the Constitu- 
tion would be opposed, by the 
left-wing opposition and looked 
upon with misgiving by mem- 
'bets of the ruling Institutional 


Mexican banks 


Undent rwpftnlstinnn. at May 4. 1990 ffbn) 
2.0 



m i 


Seem s Mata Santa 


Revolutionary Party (PHI). 
Thus nothing would be 
attempted, until after the mid- 
term elections rex t summer. . 

These assumptions proved 
wrong. Two weeks ago the 
President announced tee priva- 
tisation, and last weekend toe 
lower house of Congress gave 
the two-thirds majority to the 
constitutional amendment 
required to allow the sale of 
the. hwTiks to the public. 

Since 1987, the system has 
been partially privatised by the 
sale of up to 34 per cent of toe 
co mmer cial banks' equity in 
the form oi certyicados de qpoh- 
tadon patrimonial, or Caps. 
Having been laggards on the 
Bolsa Mexicans de Valores 
(BMV), this year they have 
become boom stocks trading at 
above net book value and with 
a price increase far exceeding 
the rise in the stock market 
index. 

Deregulation, the enor- 
mously increased freedom to 
extend credit freely (exempted 
from draconian requirements 
to lend to the Government and 
reserve requirements), and 
that banks are exempt from 
toe controls on prices under 
the economic pari, have con- 
tributed to the shares’ perfor- 
mance. 



Last December, the conuner- 
rial banlra^ pasttiCK-waa-tians- 
fdrmed w the amount of thefr . 
credit poi±fottoa_ Cleared for 
loans, atetbebt own^cnscretkm 
was nosed from 379 per oent 
to 70 per cent And in March 
they were allowed to compete 
on a m cm equal footing with 
brokerage houses and other 
intermediaries for saving. 

As a result they have been 
performing as commercial 
banks are meant to do - giv- 
ing credit to the private sector, 
to which their lending rose by 
32 per cent in real terms last 
year. Operation de Balsa, the 
brokerage bouse, recently fore- 
cast an increase in its average 
profits in 1990 of 23.4 per cent, 
compared with a contraction of 
10.4 per cent for industrial 
companies. 

For Mexico's economic cabi- 
net tbe opportunity was, per- 
haps; too good to be missed. 
Justifying the decision to refin- 
quish majority control, the 
President stressed tbe state's 
need to concentrate limited fis- 
cal resources on social sectors, 
such as education and health, 
as_ well as b adly neglected 
Infrastructure. 

The Government is, there- 
fore, looking for every avaJl- 
able peso, as underlined by last 
month’s announcement ■ about 
the sale of the state-owned 
steel companies. But a key fac- 
tor in the privatisation deci- 
sion was the disappointing 
response to Mr Salinas’s visit 
. to western Europe In January 
when he sought foreign invest- 
ment ami a foothold for Mexico 
in the European Community. 
Another motive was Mexico’s 
commitment to the General 
Agreement on Tariffs and 
Trade, which may result in 
Mexico having to open up its 
financial services sector. 

Behind thin lies equally 
important aim of attracting 
- back the huge quantities of 

'flight ra ptfal that left 

during, and after, 1982. A con- 
siderable inflow will be needed 
to buy the state majority hold, 
togs, especially with competi- 
tion f romothe r state properties 
up for prtvutteflfa flp* 

Former owners were com- 


pensated with indemnity bonds 
related to net worth plus 
accrued in terest. They invested 
in other financial services, in 
particular the brokerage busi- 
ness which was denied the 
expropriated banks. - 

Flush with cash invested In 
the short-tom money market 
they are in a position to bid. 
For instance, Mr Augustin 
Legorreta, head of leading bro- 
kerage house Inverlat, is 
widely expected to attempt to 
buy back control ot Banamex, 
the biggest commercial bank of 
which he was once the leading 

Last December the maxi- 
mum equity allowed to an indi- 
vidual or Institution in the 
form of Caps was raised from 1 
per cent to 5 per cent The bro- 


kerage house Acciones y 
Valores - a leading contender 
for Telmex - has bought a 
seat on several bank boards 
and is one of a number of 
investors poised to swoop. 

Reduced in number from 59 
to 18 — a positive aspect of 
state ownership - the bancos 
multiples, as they are known, 
have varying prospects in a 
system dominated by Bana- 
mex, Banmmw anri Safin. 

BCH, Bancrecer and Ban- 
pais, which have not had 
strung enough balance sheets 
to issue Caps, are known to 
have received support from 
Fonapri, the secret support 
fund to which all banka con- 
tribute, and seem likely candi- 
dates for mergers or takeovers. 
Ekrly.tfiis year two others. 
Banco Mexlcano Somex and 
Multlbanco - Mercantll - de 
Mexico - former Fonapri bene- 
ficiaries - were robust enough 
to place Caps on the market 

In saying that the state 
would wish to keep sharehold- 
ings in the banks to strengthen 
the system, Mr Salinas proba- 
bly wants to keep directors on 
the board and maintain a regu- 
latory system. Nothing was 
sakl in his submission to Con- 
gress about foreign participa- 
tion, but senior officials say 
they want it if they can get it 
Guidelines for bath sale of 
state shares and foreign partic- 
ipation will have to await sec- 
ondary legislation. 


DEC Finance (Overseas) Limite d* 
Wholly owned by DEC New Zealand Limited 
(Under Sta tut ory Management) 


AS 5 ( 1000 ^ 00 13 jjer cent Guaranteed Bonds due 1990 
JeguMoeYm 15^00900900 4 - 1/2 per oeoL Guaranteed Bauds Doe 

¥10,000,000,000 8 - 1/4 per cent Dual currency Yen/ Au st ral ian 

Dollar Boodi Due 1992 

USHOO/XXWOO 11 per cent Guaranteed Bonds Doe 1995 
(together 9m "Bonds") 


DEC Overseas I n ve stm ents Limited** 
Wholly owned by DEC New Zealand Limited 
(Under Statutory Management) 


Rate Notes (the "Notes") 


All of fihe above issues are guaranteed by 
DEC New Zealand Limited 
(Under Statutory Management) 




A second Ffograw Report has now been prepared bv Uw 
Noteya pd is avaflahie for coflectiop from the Piavhip Apwifa 


Tbe Law 
□uds and 
riser tbe 


Central International 
Limited 


BRITANNIA BUILDING 


UJSL $150,000,000 Floating 
Rate Notes doe 2006 


£125,000,000 
Floating Rate Notes 1995 


Fra the six months 15th 
May; 1990 to 15th November; 
1990 die Notes will carry an 
interest rate of 8.725% per , 
annum with coupon amount of ; 

U.S. $445.94 payable an 15th i 

November, 19%. 


IBcnkanTraM 


In accordance with tha want and cou- 
(fitkms Of tbe Notes, notice is hereby 
given that lor the three moods Inter- 
est Period ban (and inefatfia ri 15th 
May, 1990 to (but exefodtog) 
15th August, 1990, tha Notes v® 
any a rm of fanenst of 152875 per 
. wit pocananm. 

The relevant Infcoeat Payment Date 
wffl be 15& August, 1990. The 
Coupon Amount per £10900 wffl be 
£38533 and per £100,000 wffl be 
£3,8S3J29 payable agamst su rre nder of 
■ COqaoaNttO 


Rmtim t Bm* T 

Agent Bank 


laiyo Kobe Finance Hongkong Limited 

U.S. $100,000,000 

Guaranteed Fk>atiz*g Rate Notes due 1997 

GwrttiU^daete^yxneiitof fwmcqjal andmtierestby 

The Mitsui Taiyo Kobe Bank, Limited 

FraAa tee month period 15di May. 1990 tx> 15th August, 1990 the 

smoong of U.S. $222.01 per U.S. $10,000 Nrm. ,™nre 
$5 j 55C.35.per U.S. $250,000^ ££ 

D BankcrsTrust 

CoPSWmlandot. Agon Bank 


V*.'. 
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gives in to UIC 


Land | s ^ *>rewer i Speedo in $85m management LBO 

ca lac AiifniM iM. 


By Joyce Oink in Singapore 

ACTIVE share, trading ■ 
yesterday marked the resolu- 
tion of Singapore’s biggest 
takeover bid, after directors of 
Singapore Land, a leading 
property company, capitulated 
to the S$23bn (DS$L3t>n) offer - 
from United Industrial Corpo- 
ration, a local conglomerated - 

Aggressive UIC has only half 
the market capitalisation of 
Stnghmd, but its success was 
being attributed to 
good tindng aid adequate fin- 
ancing. 

Singhod shares lost ano ther 
30 cents, to .finish 50 cents 
below the UIC offer of S$I5 par 
share. UIC saw toe day's busi- 
est dealings, although also 
dipped to S&64 from . a peak 


gain effective control at mini- 
mom cost and that UIC’s past 
record bad been characterised 
by ^short-term buy and sell 


The Smglaad hoard threw in 
the towel late on Monday, 
advising shareholders with 
shortterm investment objec- 
tives to accept UIC’s offer. 
Only three days earlier, raising 
the group's profit forecast for 
the current year to August 
1990, it attacked what it said 
was UIC’s lack of a defined 


Its defence had also argued 
that the bid was designed to 


ffinghmd directors said then 
Chat they would communicate 
again by yesterday, giving rise 
to suggestions that they would 
fire-more such attacks. Instead 
they gave in. 

' There were four reasons for 
the surrender. Mist, Smgfamd 

conceded that UIC was close to 

effective . control, holding. 38J9 
.per cent of its shares and .wap 
rants as of last Friday' Second, 
.there was no white knight 
waiting- in the wings: TMrd, a 
discussion with UIC over the 
weekend concerning a possible 
increase in the offer price 
brought ho joy. 

Lastly, the publication of the 
com pa ny's profit forecast and 
asset revaluation — which put 
an estimated backing of SS18.06 
an the shares - did nothing to 
buoy the company's share 
price, which was weakening. - 
The directors apparently 
acknowledged that the price 
would not be sustained if UIC 
allowed its offer to lapse after 
Friday,, the dosing date. 


Government move on 
Petro-Canada float 


By Robert Gibbons in Montreal 


THE CANADIAN federal 
Government hopes to take the 
first step In pr ivatisin g Petro- 
Canada this autumn, according 
to Mr John McDermid, Privati- 
sation Minister. 

Legislation will be intro- 
duced before the summer 
recess, he said, and despite 
strong parliamentary opposi- 
tion, pulls show that 70 per' 
cent of Canadians support the 
sale of PetroCanadasolongas 

co ntrol T Btnflirm to f!awaHfl 

With lower short-term, inter- 
est rates possible in Canada by 
autumn, market conditions 
may allow the Government to 
offer about 15 per-cent of 
Petro-Canada to the public, 
using the 198009 two-step pri- 
vatisation of Air Canada as a 
model. 


Petro-Canada is carried on 
the Gov ernm ent's books at 
C$4£hn (US$8.7bn), but has 
been estimated to be worth 
more than CfGbn. It Is the 
country’s second largest inte- 
grated oil and gas company 
and Is having a toll WOrk-OUt, 
including capital restructuring, 
asset sales, acquisition of' 
reserves and staff reductions. 

The company has five refi- 
neries and 3,400 retail outlets 
across Canada and is also a big 
producer of uD and gas. In 198B 
Petro-Canada posted ^rnhip 
of C$85m before special items 
n phwit 2 10S8 Of Cytlm 

The Government «l«n plans 
to privatise Tefesat fluw™, a 
communications group, and 
two small medical technology 
enmpantef later tW» year. 


MORGAN GUARANTY 
TRUST COMPANY OF NEW. YORK 

Japanese Yen 15,000,000,000^ - j 

. iFloating.iaie deposit, notes. due^ ' * \";l ; 

For dte sbc months 16 May 1990 to 16 Nboember 1990 the notes . 
will carry art interest rate of 9J25% per annnm. ■ 

Interest payable on the relevant interest payment date 
16Nooemberl990 tmU be 3fei 486.833.00 per Yea 10,000,000.00 - 

note. 

Agent Morgan Gu a r a nty Trust Company 


JPMorgan 


sales outran 

consumer 

spending 

By Ptiinp Gawftfi 
in Johannesburg 

SOUTH AFRICAN Breweries 
(SAB), the diversified b ear and 
consumer products group, 
again increased sales faster 
than the national growth In 
-ciuutiiiiwa spending during its 
latest year to March. 

. Altho u gh SAB expects con- 
sumer demand to be inMbfted 
tar some time, it is confident 
that earnings will grow in the 
year ahead and capital expen- 
diture of some Rl.25bn 

($480m) is planned te the cur- 
rent year. 

Sales increased 25 per cent 
to. R13 J5bn in the year to 
March, and pre-tax profits 
were BLlffla compared with 
R888m. 

The turnover figure is well 
ahead of the estimated 17 per 
cant growth in private con- 
sumption expenditure over the 
same period, and % group 
has now seat turnover grow at 


over the last five years. 

Beer division sates increased 
by 10 per cent, considerably 
above those for most other 
alcoholic b ev e rages, particu- 
larly wine, which Is straggling 
to show grow th . 

The buoyant beer sates are 
testimony to how the group 
has marketed itself to the 
urban black population, a 
large part of which has 
switched from drinking sor- 
ghum beer to malt beer. Beer’s 
contribution to group 
rose 19 per cent a gahwt n 22 
per cent increase for other 
interests. 

SAB's earnings per share 
increased to 22SL2 cents from 
U72 cents the pre v io u s year, 
and the dividend was lifted 
from 84 cents to 101 cents. 

Labour strife 
and tax rise 
hit Nampak 

N AMP AX, the packaging 
company contndled by Sonia 
Africa’s Barlow Band group, 
saw earnin g s decline by S per 
i* n t in the six mowflm to the 
end of March as a result of 
social and labour u nr est and a 
M ghiir tax UD, writes Philip 
Gawtth. 

Sales were up 15 per cent to 
BX.7te&.($650m) and o p erating 
jroOt^iapsr <cmh tettar mb 
EO0O.4rn. -The Jar sate how- 
crver. Jumped fromura effective I 
37-3 pendant -to Ct yOr dent 
following revision of wenr- 
andtour allowances and the 
w m n r m rd amwwtmiiiit to tax on 
consumable stares. This saw 
the overall tax DHL rise 28 per 
cent to R72.7BL. 

Earnings per share were 
8 per cent down at-205 cents 
and toe dividend was kept at 
68 cents per share. The direc- 
tors are not optimistic about 
the remaining period end 
believe earnings for the year 
will be lower than last year. 


This announcement appears as a matter of record only. 



State Bank of 
New South Wales Limited 


By Alice Rawsthom - 

SPEEDO, one of the largest 
swimwear and sport s we a r com- 
panies in the US, is staging a 
$85m leveraged buy-out from 
Waroaco, its parent company. 
Pentland, the UK consumer 
goods group linked to Beebak 
of the US, will be a significant 
shareholder iii the new busi- 
ness. 

Pentland has been exploring 
opportunities for diversifica- 
tion since restructuring last 
summer, it is said to be inter- 
ested in the Speedo European 
business, a separate company 
run from the UK. This business 
been up for twte Jan- 
uary, when the Response 


Group, its parent company, 
wait into receivership. 

Speedo dominates the “seri- 
ous” - or performance - 
swimwear market in the US, 
and competes in the fashion 
market against mainstream 
brands such as Cole and Catal- 
ina. 

The Speedo business, based 
at Van Nuys. California, with 
production plants in the US 
and Canada, makes swimming 
goggles and sportswear as well 
as swimwear, it made pre-tax 
profits of $13 4m on sales of 
$84.7m in 1S69. 

Waroaco, which has owned 
Speedo for several years. Is the 


product of an LBO, and is sell- 
tog Speedo to release capital to 
alleviate the interest burden 
emits debts. 

After the buy-out, Speedo’s 
management will hold 52 per 
cent of the voting shares 
together with Waroaco. Pen- 
tland will pay $10m for an ini- 
tial holding of 48 per cent, 
while retaining the right to 
take majority control. 

The General Electric Capital 
Corporation will finance the 
rest at the buy-out and provide 
working capital, ft will receive 
a folly diluted holding of 36.7 
per cent in toe form of war- 
rants convertible into Speedo 


US common stock. After the 
warrants have been exercised. 
Pentland’s holding will be 
diluted to 39.3 per cant, 

Pentland has conducted the 
deal through Pentland Ven- 
tures, an unlisted investments 
division formed last summer to 
concen t r a te on venture capital 
projects such as LBOs. Mr 
Stephen Rubin, nhahuMTi . said 
the Speedo deal was “typical of 
the sort of investments’* Pen- 
tland would be maMiig to toe 
future. 

Pentland is now considering 
other similar ventures, includ- 
ing a possible investment in 
Speedo’s European business. 


Citizen Watch dips after 
move into office machines 


Eighth year of growth 
at R Jones Investments 


By Martina Gannon JriTokyo 

PRE-TAX profits of Citizen 
Watch, the leading Japanese 
wa t c hm a k er which is divereliy - 
tag into office automation 
equipment and precision 
instruments, dipped by 8JS per 
cent to Y15JLbn ($99m) to the 
year to March. 

Sales were up almost 9 per 
cost to Y195.2bn- In response 

to fclHwf ri pm an/I fty watches, 

the company has been 
investing heavily to increase 
sales of non-watch products 
to more than half the 
total. 

Sales of industrial machine 
tools, floppy disk driv e s and 
electronic equipment have 
risen Sharply to toe past year, 
toe company 

Citizen has also started mar- 
keting personal c om p ut era on 

an nrtffjrnil w y i i p i BAnt mami- . 
fwi-tiiHnp Kpmn 


Operating profits were down 
8.6 per cent to Y11.7bn. Net 
tp/ wng to that period totalled 
Y14.4bn, compared with 
Y14Jftm. 

Citizen expects moderate 
growth in toe watch and 
machinery markets in the 
coming year, forecasting a 
rise in pre-tax profits to 
Y17bn. 

The company aims to expand 
its printer, parts and electronic 
equipment sectors to boost 

<a»7Ag 

• Consolidated net profits of 
Nintendo, Japan’s i M i H wy vid- 
eogame maker, increased to 
Y32.9bn in the seven-month 
period to March, almost equal- 
ling the preceding 12-month 
total of Y34J2bn. 

The irregular tern is due to 
the company changing its 
year-end. 


By Terry Hall in Wellington 

ROBT. JONES Investments, a 
New Zealand property group 
which substantial hnirtfag s 
in Australia and the US, yes- 
terday announced net profits of 
NZ$43 ,2m (US$2 4.7m) for the 
year to March, a 42£ per emit 
increase. 

Sir Robert Jones, the chair- 
man, said this was earned on 
gross revenues of NZ$147.lm 
against $UL3m, and repre- 
sented the eighth consecutive 
year of profit increases since 
the company was formed. 

He said toe overall price 
level of New Zealand property 
was at an “irrationally low 
level” and presented splendid 
buying opportunities. How- 
ever, had a detrimental 
effect on its New Zealand asset 
val u a t ions. 

Market values had to ulti- 
mately reach replacement lev- 


els, Sir Robert said. The com- 
pany was in an exceptionally 
strong cash position, with 
first-rate secured income and 
considerable cash resources to 
take advantage of the 
depressed local market 

It had bought 17 commercial 
buildings in New Zealand dur- 
ing the year, for a total cost of 

$11 pm 

Some of these had been 
bought for a third of replace- 
ment cost, and would provide a 
“springboard for the inevitable 
recovery ahead.” 

Investments totalled $L65bn 
compared with $1.34bn, and 
shareholders' funds increased 
to $996. 7m from $768 .8m, 
mainly from an increase of 
$120m in capital reserves. 

RJ1 is paying a total divi- 
dend of 8.4 a shar e, up 
from 7 cents. 


Profit down 
51% at ICI 
Australia 

Id AUSTRALIA, 624 per cent 
owned by Imperial Chemical 
Industries of the UK, showed a 
51 per cent fall in net profits to 
A$43-58m (US$83 .5m) for the 
six months to March, Renter 
reports from Melbourne. 

It said trading con- 

ditions were expected for the 
rest of 1990 as the economy 
continued to slow. 

The company said there 
were jj gns that international 
plastics and fertiliser prices 
had stabilised, but little benefit 
was expected for the remainder 

of the year. 

The setback was partly due 
to a steep foil in international 
prices of some plastics, chemi- 
cals and fertilis ers. Reduced 
economic activity and 
increased operating costs also 
contributed, it said. 

“Major initiatives to contain 
costs and Improve productivity 
are continuing,” said the com- 
pany. Sales were steady at 
$L5bn, but rose 6 per cent if 
allowance was Tnadp for busi- 
nesses sold in 1989. The 
interim dividend is facing motor 
tain fid at 18 cents a share, 
more than absorbing net earn- 
ings of 14.9 cents, but down 
from 30.6 cents. 

The most profitable trading 
division was industrial and 
speciality chemicals, with pre- 
tax profit of $44m against 
$63m. ICI Australia said toe 
fail in naming s to thin sector 
was due to toe sale of a soda 
ash business and a decline to 
world prices for ethylene-based 


The nert most profitable sec- 
tor was consumer products, 
with profits of $42m against 
$39m, reflecting strong demand 
from health-care markets. 


AN EVENTFUL YEAR 
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As from the commencement of 
business on Monday, 14 May, 1990, 
the assets, fights and liabilities of 
State Bank of New South Wales vest in 
its universal successor. State Bank of 
New South Wales Limited, a company . 
registered under the Companies 
(New South Wales) Code. The 
guarantee of the State of New South 
Wales continues to apply. 


State Bank 


Member ofT.fcA. 


Midland Bank pic 


Subortinated Floating Rate 
Notes 2001 

For the Jhroa months tare May 
15. 1990 la August 15,-1690, 8 m 
N ates wS cany an Interest rated 
15257m pull On August 15. 
1090 tenant xA £1«J» 
wfl to due per £5,000 Note and 
£1 .92854 in ttSpOCt of ESfcQQQ 
Non tor Coupon No. 17 


tip 


Nacional Financiera, S*A. 

U-S- $150,000,000 
Floating Rate Notes due 1990 

For the six months 15th. May, 1990m 15th November, 1990 toe Noses 
will carry an intrust rare of 8&% per annum and Coupon Amoum 
of U.S. $453,61- The re le v ant intense payment- date will be 
I5*h November, 1990. 


BankeoDtust 

Company,Loadon 


Agent Bank 


In a year marked by historic changes 
Europe, Bayerische Landesbank dosed out 
the decade with another strong perform 
- setting the stage for a broad scope 
of new business opportunities. > 


J t Consolidated balance sheet total up 
L8% to overDM 154 billion / 

$sued bonds outstanding: + 10.4 % to / tai 

- ° / 310-98 

than DM 57 billion 22692 

igvolumeexpandedtooverDM95 . / national S.A, 

/ tative Offices Tbkyt 

. . / 0135; Tbronto, Tel 

• Equity capital: DM 33 billion ASS; 'Sisks' 

Own bonds rated AAA and Aaa /**■■*«* ** s ** ,6 a' 


a asssssrsp 

l-ou Ttelex: 5286270, 
s (89) 2171-3579. 

» tendon, Teb' 

New York, TfeL: - 

ngapore, TfeL: 

diary: Baye- 

ik Inter 

ibourg, 

esen- 

Vh 

JofasnoesbiBg, TfeL: 8381613. 


Bayerische Landesbank 

Advanced Banking - Bavarian Style 
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This announcement appears as a matter of record only. 


15th May, 1990 



¥30,000,000,000 

Inter-American Development Bank 

7V4 per cent. Notes due 2000 


ISSUE PRICE 101 Vi PER CENT. 


Nomura International 


Bank of Tokyo Capital Markets Group 
The Nikko Securities Co., (Europe) Ltd. 


Daiwa Europe Limited 
IBJ International Limited 
Vamatehi International (Europe) limite d 


Banque Bruxelles Lambert S. A. 
Credit Suisse First Boston limited 
Mitsubishi Finance International pic 
Nn rinchnkfai International limited 


BNP Capital Markets Limited 
LTCB International Limited 
J-P. Morgan Securities Ltd. 
Salomon Brothers International Limited 






A profitable year of expansion 
and focus on core activities 


1989 Results 

Net Group Turnover f 6,009 min (f 5,021 min) 

Net Group Profit f 25Z3 min (f 153.6 min) 
Dividend for Year f 3.30 per share of f 10 nominal (f 3.00) 


(1988 figures in brackets) 


In presenting the Royal Nedlkjyd Group’s annual report for 1988, Mr H. Rootliep, 
Chairman of the Board reported on: 


Results: "Net group profit increased In 1989 in line with expectations. Operating profit 
showed a modest improvement. Net profit showed a substantial increase due to 
extraordinary income Including book profits on the sale of subsidiaries. We are 
confident In the future - particularly opportunities in the single European market 


Cora Activities: "In 1989, major progress was made In reinforcing Nedlloycfs core 
activities - container logistics - storage, distribution and transport networks - 
specialised transport The build up phase involves substantial costs. We are creating 
a broader base and a stronger market position? 


Cor pora te : "Nedlloyd is building Its business and resources to achieve a structural 
Increase in the long-term profitability of the Groupr 



Rmanan&ftMy QlMuraanOMM Cxil&wm 
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67 

I Ocnn SMpptns 


Royal Nedlloyd Group N.V. 


PO Box 487 - 3CX» AL Rotterdam 40, Boompjes -3011 XB Rotterdam 
Tel: 1G-4GOntL Fax:10-4048190. Tlx: 27087 ndgr nU 



INTERNATIONAL CAPITAL MARKETS 


Bunds fall on unification issue fears 


By Deborah Hargreaves fa London and Karen Zagor in New York 


WEST GERMAN bund prices 
took another tumble yesterday 
as reports of additional bond 
issues to fond German 
unification depressed the 

Although the market bad 
been expecting a new bond 
issue for some time, the 
announcement yesterday that 
the Government would release 
details of its latest issue on 
Friday sent bund prices foiling. 

The 7% per cent 10-year 
bund lost 55 pfennig s in cash 
trading as the price fell from 
9L65 to 9UQ with a yield of 
8.66 per cent while the futures 
contract dropped by a point. 

Analysts expect Bonn to 
issue a DM4bn to DM5bn bond 
wit h a c oupon of around 8% 
per emit 

The foxthomntog issue will 
mark the first time the 
Government has Issued a fixed 
rate bond since February - 
the March bond issue was in 
the form of a floating-rate note 
but it received a tepid reaction 


BENCHMARK GOVERNMENT BONDS 


Cmw PNl 

UK GILTS ' mOOO 4/93 
70.500 5/99 

moo woe 

US TREASURY* SSTS" OfiTOO 

aflOO 02/20 

JAPAN No 119 4.600 0/OB 

Mag STOP 3/P7 

GERMANY 7750 02/00 

FRANCE- STAN 8.000 02/96 

■ OAT asoo 03/00 

CANADA * B-7S0 06/00 

NETHERLANDS 7.730 01/00 

AUSTRALIA 12.000 7/99 


wbe cii—bs *0" 

"Sit +QZ/32 1&24 i55T 

88-OB -02/32 12 J2 1248 

82-OZ -00/32 1143 11-48 


101-13 -10/32 a« 835 
88-13 +07/32 835 833 


883084 +0341 831 7£7 
90.7908 +0484 838 736 


94.1000 -0360 836 asi 

963832 -0142 837 878 

933000 -0440 937 047 

923000 +0200 1094 1137 

82.1200 -0-470 830 832^ 

913367 -0582 «S3 1333 


London daring, 'denote* Now York 
Ykricte Local market standard 


morning union 

Prices: US. UK In 32nd*. othoiB In i 


TteMc*l Data/ ATLAS Ptkm I 


GOVERI 

BONDS 


bond on the 

Matif easing by 36 ticks to 
102.78. 

Buyers of Trench 10-year 
bonds are nHHmr on the fence 
tn advance of today’s release of 
inflation- figures. 

The market expects biftatinm 
to have risen by 0-4 per cent in 
April, marking a year-an-year 
inflation rate of &2 per cent 


from the market. 

The weaker D-Mark was 
another factor that influenced 
the bond vaitBriiw as 

well as the rush of speculation 
about German unity bonds 
being issued to tap foreign 
investors as a way of funding 
unification. 

The moves by the 
Bundesbank and the 
Government to deny the 
creation of unity bands added 
further unease to an already 
fragile market 


■ THE French market 
followed Germany dow n wards 
yesterday with the notional 


■ THE UK gilts market, 
continued its wobbly course 
yesterday as analysts sought 
desperately to explain the 
market's recent volatility. 

The gilts fixtures contract on 
the London international 
financial futures exchange 
seesawed up and down in a % 
point range and ended up 
closing ft lower. 

LifFe announced .yesterday 
that it would fist a third year 
m H-w fl jnmrfh ii t wl fa i g intere s t 
rate fixtures contract on June 
21. The exchange paints to the 
btxHd-up in open interest in the 
c urrent contract months as a 
reason for listing an additional 
year. 


FT INTERNATIONAL BOND SERVICE 


Ustid are the latest International bonds for which there is so adequate secondary market. 


OS DOLLAR 
STRAIGHTS 
B.F.CE.8% 94_ 
B.F.t£-9**95— 
Brtt.TeJ.Fta. 9%' 


Closing prices on May 15 


175 196% 97V 0 

150 199% 99% 40% 
290 199 99V 0 


CCX.E9%95. 

Cr-Locel Frances* 99_ 
Credit National 7% WL. 
Credit National 9% 92_ 
Mran*B%WL_— - 

EE.C 791. ...... - 

K.E.CL 10 99 

EJJL8%99. 


1000 99% 


r nmft VMM 

040% 934 
%40% 932 
040% 9j49 


Cr. Local France 6% 94U_.. 
Denmark 6% 95 : 


■ri EM Rhr *> Mt YWri 

80 96% 9740% 41% 6.73 

300 97% 97% 40% 41% 630 


300 99% 100% 40% 40% 937 
250 195% 96% 041% 937 


250 195% 96% 041% 937 

100 97 97% 040% 934 

1601100% 101 40% 40% 932 
ISO 195% 96% 040% 9.41 


E.I.B.4%93. 30 95% 9S%40%40$ 6.78 

Horww5%95___ 50 93% 93% 40% 41% 639 

SMfcn4%93 50 94% 94% 40% 41% 63L 

World Bank 5% 98 10 88% 88% 40% 4i% 738 

WorMBanfc794. 20 100% ]fll% 40% 40% 6.74 

Anraoe price draft. On 4* 40% on week 41% 


Kic==: 


300 97% 97% 40% -»!%• 633 

400 ioo% 100% 40% +x% &m 

30 95% 95% 40% 40% 6.78 
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ISO 195% 96% 
130 97 97% 

140 *tlW% 102% 
1S8 Wi Wl 
100 *|U2% 102% 
200 *m% 99% 

. 750 W% 9g% 
250 W0% «% 
,200. 9B% 99%. 
.200 *199% UO 
259 199 99% 


- 
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Ho tefanaatto aallable grahm da t* price 
1 Oidy one market maker soppHed a price 


quoted at 8ft per cent. 

The move, which adds 
reserves to the banking 
system, was widely expected. 

The bond market moved 
lower in response to the 
continuing weakness of the 
d ofif ir relative to the yen. 

The market is worried that 
Japanese investors may lose 
interest in OS treasury issues 
if the dollar continues to falL 
Furthermore, some are 


worried that a drop in the 
dollar may hurt domestic 


Some 3&000 open positi o ns 
in the second trading year of 
the contract account for an 
uuderiyingvalue of £ 18 bn. 

The guts market was 
depressed yesterday by 
m^ imimhi jn the House 

of Commons by Mrs Margaret 
Thatcher, the Prime Minister, 
which appeared to advocate 
lowering interest rates by the 
end of the year. 
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■US TREASURY bonds drifted 
lower yesterday morning, 
giving up most of their 
prevtaus day's gains in sjrfte of 
further signs of softness m the 
US economy. 

At mid-session, the 
Treasury's bellwether long 
bond was down ft point at 
lOUL yielding &61 per cent 

Among shorter-rdated 
maturities, the two-year band 
was down ft point to yield &53 
per cent 

The Federal Reserve 
arranged gl-5bn customer 
repurchase agreements when 
Fed .funds, the rate at which 
banks lend to each other, were 


dollar may hurt domestic 
prices. 

At lunchtime, the US 
currency was quirted at Y15L20 
below its earlier high of 
Y152L13 in Tokyo. 

The market, which has 
rallied in recent days amid 
signs that the US economy is 
weaker than had been 
expected, yesterday failed to 
move higher in spite of further 
signs of softness in the US 

economy. 

The miuket was unmoved by 
yesterday's news that 
industrial output In April fall 
0.4 per cent, largely dim to a 
drop in motor vehicle 
production. 

Excluding auto-related 
manufacturing, April's 
industrial output was 
essentially fiat. 

The March figures were . 
revised down to a gain of 
05 per cent from a previously 
estimated gain of 0.7 per cent 

Although the figures gave 
farther credence to the picture 
of a weaker US economy, 
analysts did not think the drop 
in April’s output was sharp 
enough to prompt the Federal 
Reserve to ease monetary 
policy at its open market 
committee meeting yesterday 
afternoon. 

Analysts believe the Fed will 
wait for better inflation 
numbers before stimulating 
the economy by lowering the 
Fed funds rate. 


JP Morgan 
to trade 


Italian debt 


By Haig Stotonfan in Milan 


JJP. MORGAN will today 
become the first foreign fomir 
to join the list of primary deal- 
ers in the Italian government 
bond market in a sign of 
increasing foreign interest in 

ftallmi gOTO rnmimt stock. 

**We hope we can help the 

fa faw-ra rt innaThnitlnw of the mar . 

hat- by promoting braids 
fo- foreign institutional and 
supranational investors,” Raid 
Mr Hendrik van Riel, bead of 
J J*. Morgan’s Kalian operation. 

The bank, w hich has three 
Kalian government debt trad- 
ers, will be the 20th member of 
the market-making group spon- 
sored by the Bank of Italy in a 
bid to improve liquidity and 
profesafanaHam in Italian debt 
trading. 

At least two otter banks are 
believed to be interested in 
becoming primary dealers, 
notably Banca d* America e 
dTtalia, the Deutsche Bank 
subsidiary, as well as a 
regional Kalian institution. 

Foreign interest in Italian 
paper has risen sharply in the 
past year thanks to the stron- 
ger lira, lower inflation and 
greater foreign confidence in 
domestic economic manage- 
ment The market’s attractive- 
ness to foreign i n vestors has 

also been boosted by the intro- 
duction of bigger issues and 
new tap stock, further improv- 
ing liquidity. 

However, problems remain, 
notably regarding withholding 
tax and the lack of a fixtures 
market in key lira contracts. 

J-P . Morgan, a leading for- 
eign player in the mat-w- has- 
also been active in helping to 
promote the new lire fixtures 
contracts being plannan by the 
Lond o n International F inanHal 
Fixtures Exchange.' 


Privatised water 


companies given 
high ratings 

By Stephen FMIer, 

Euromarkets 

Correspondent 


SOME OF Britain's newly- 
privatised water companies 
were yesterday assigned the 
highest short-term credit rat 
togs by two rating agencies. 
But both agencies indicated 
that the companies* long-term 
debt would not be of sufficient 
quality to cany the best AAA 
ratings. 

S tandard & . Poor’s, the US 
toting agency, said it «cignwi 
an Al+ short-term eating for 
four of the companies: North- 
umbrian, North West, Thames 
and Yorkshire. S also assigned 
a pre l imin ary long-term debt 
toting of AA+ — one notch 
below AAA - to ThamS! 
Since Thames is usually 
regarded as one of the hi gher 
quality companies, it is thus 
unHkriy that any will cany the 
highest AAA rating, 

_ 1BCA, the UK-based agency 
best known for its analysis of 
bank credit, said it would* also 
assign an Al 4- rating to North 
West and Yorkshire. Long-tram 
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INTERNATIONAL CAPITAL MARKETS 


GM issue well received in 

pricing 


spite of 

By Andrew Freeman 

C ■ ’ - *• ■ r . 

THE SWISS bond market 
showed renewed ovidence of its . 
recent resilience' yesterday 
with two new issues finding 
steady idacemeid 'desiilte rela- ' 
tively ungenerous 

Credit' Suisse "brought a 
SFWOQm five-year deal for Gen- 
eral Motors with a 7% per cent 
coupon at 102. Syndicate mem- 
bers said the prior® was on 
the aggressive side, bat added 
that the deal was wefl received 
and that comanagers had little 
difficulty ' th or p alloca- 

tions. 

Most of the demand was' 
from retail accounts attracted 
by the name - the Ford 1260m 
issue launched by CSFB on 
Monday was also reported sttQ ■ 
to beselHng slowly to these 

accounts yesterday. 

The GM bands were quoted 
by the lead manager at teas VA 
bid, and at less 1 % bid else- 
where. Both' prices were com- 
fortably inside tees of itt per 
cent 

The- issue proceeds were 
thought to have been swapped 
into floating-cate US dollars. ‘ 

Ihe Inter-American Develop- 
ment Bank tapped the market 
via Swiss Bank Corporation for 
SFrlOOm. The 10-year deal also 
had a 7% per cent coupon. 

Dealers described its recep- 
tian as slightly muted; hut said 
the pricing was designed to 
give a small pick-up to the 
market following a disappoint- 
ing previous deal launched in 
March by UBS. SBC was quot- 
ing the paper at less 1% bid, 
while other syndicate members 
said it was tratfing around foes 
at less 2 bid. 

On the secondary market, 
two recent five-year issues 
were trading for the first tfan» 
and both closed above their 
issue prices despite a slightly 
easier overall tone as i n ves to rs 



bu fr dg p tf ja.mfld profit-taking 
after the recent strong price 
gains. 

Elsewhere, the market took 
a breather as trading desks 
tried to place; Monday's heavy 
supply. The Japan Develop- 
ment Hank 5150 m deal-corithh 
ued its good performance, 
while the IFC issue was trad- 
ing around 99.60 Md in line 
with the Treasury market. 

Mitsui Taiyo Kobe Interna- 
tional was the lead-manager at 
a. successful Y2Qtm issue for 

INTERNATIONAL 

BONDS 


Agricole. The 2&year 
bonds carried an att rac ti ve 7 A 
per cent coupon and met unex- 
pectedly wtw ng 'demand from 
Ear Eastern and other Institu- 
tional accounts. • s 

In earfy trading the paper 
was quoted at 100% bid, and by 
the dose had risen to 101 Md, 
Just % point below the issue 
price awn - a ; .ftdl paint imada 
underwriting fees. The lead 
Humng nr said the was put 
together last week when, a 
floating-rate US dollar swap 
was locked in. 

A C$ 1 00m three-year deal for 
Nordic Investment ‘Bank was 
launched by ScotiaMcLeod te a 
quiet reception in. a nervous 
market The bonds carried a 
13 per cent coupon and were 
priced at 101.90 to yield SO 
basis points' over the equiva- 
lent Canadian Treasury. 

The lead manager said it 
kept metre than hatf the deal 
itself. It reported steady retail 
interest; although it said the 
paper was taking some time to 
place. The bonds were quoted 
at less 1% bid, a discount 
equivalent - to full fees. 


Although the lead would not 
comment, it is thought the pro- 
ceeds were swapped into float- 
‘ ingrate US dollars. At market 
rates, this would have achieved 
a funding rate of around Lon- 
don interbank offered rate flat, 
a poor level for NIB which has 
a reputation for aggressive 
funding targets. 

Late in the day an EculOOm 
two-year issue for the Council 
of Europe was brought by Mer- 
rill Lynch. The bonds carried a 
m d were 

tional deman d at 100, a dis- 
count equivalent to underwrit- 
ing foes. It is understood the 
proceeds were swapped. 

• Standard ft Poor's has 
expanded its Market Match 
screen-based price information 
service to allow access to all 

members Of the AgHfW-tarinn of 

International Bond Dealers. A 
new service called Offerings 
Wanted will allow users to 
advertise requests for Euro- 
bonds. 

The service adds to the Mar- 
ket Match system which bring s 
together buyers and sellers of 
secondary market a nd iTHqniH 
Eurobonds. 

The system, launched by 
SAP for testing in January, 
provides real-time access to 
bond prices which can then be 
negotiated between interested 
parties. It was previously 
restricted to AIBD-reporttng 
dealers. 

its expansion is expected to 
stimulate significant business 
from retail ami private hanks 
which often have blocks of 
illiquid bonds they want to 
pi«w« or buy. 

• Bartel Financial, the infor- 
mation service, minnnnnwl a 
Joint venture with tbm to dis- 
tribute its services via the ipM 
Information Network. 


NEW INTERNATIONAL BOND ISSUES 


Potroww 

YEN 

Credit Agrico1o(a)+ 

^20bn . 

CmpM % 

. 7w4 

Price 

101% 

— tiafly 

1903 

Fees 

1^71 *e 

BoeA nwnar 

Miaul Taiyo Kobe tot 

ECUs 

Council of Eivope(a)+ 

WO 

- 70 >2 

1011* 

1902 

1VS 

Merrill Lynch tot. 

CANADIAN DOLLARS 

Nordic Investment Banfc(a)+ 

10Q 

13 

101 RQ. 

1903 • 

1V% 


SWISS FRANCS 

General Motors Corp.(a)+ 
titter American Dev. Bank(a)+ 

100 . 
100 

7 5* 

7h 

102 

102 

1995 - 
2000 

ih 

2 

Cndt Suisse 

Swiss Bank Corpt 

STERLMG 

Bradford 8 BJngfey a&(b]*+ 

• 80 

" it : . 

aojsr ' 

1999 

n/a 

CSFB 

fr'lcating rate notes. ♦Final terms, a) Non-callabte b) Coupon pays J, over 3-montfi Ubor. First coupon. pays 2, oner 
one-month Ubor. Fbced re offer pries. Fungible with ElSOro floating rats note taunched In October Wl from July 12. 
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BBL joins 
Irish group 
in aircraft 
leasing 

By Paul Abrahams 

BANK Brussels Lambert, the 
Belgian bank, and Interna- 
tional Aircraft Services, the 
Irish aviation service group, 
have formed a Joint venture to 
invest up to $50Qm in the rap- 
idly-growing aircraft operat- 
ing lease market 

BBL will own 20 per cent 
and IAS 45 per cent of the new 
concern, to be called Airlease 
Finance. The remaining 36 per 
emit will be raised through a 
company the Interna- 

tional Aviation Fund. 

The initial public subset 
turn for the International A 
ation Fund will run from May 
17 to June 18 and can be 
closed once wimwmt sub- 
scribed exceeds $64m. BBL and 
IAS expect most interest to 
come from institutional inves- 
tors and banka. The Wilnimmn 
investment is $2(^000. The Bel- 
gian Kmfc hopes ev entually to 
launch the Tntenu^mal Avia- 
tion Fund on the and 

Luxembourg ffawV nrahflng ft ff . 

Once the equity has been 
arranged, Airlease Finance 
will invest in wholly-owned 
separate companies, which it 
will use as vehicles for specific 
aircr a ft ffnamw deals. 


Investment firms 
link to offer 
country funds 

By Richard Waters 

FOUR EUROPEAN investment 
management groups have 
finwimri a joint venture to mar- 
ket a series of co untry funds 
iwiHw au nwihraiia investment 


nr — Bill gamud 
Investment Management of 
the UK, CCF S t ru cture d Asset 
Management of France; BHF 
Trust of West Germany and 
Kredietbank of Belgium - 
expect to offer foods based on 
ttrfr respective stock 
by the of tM« mnnft. 

The funds will use mathe- 
matical ™I statistical analy- 
sis to select stocks - a method 
still in its infancy in many 
c ontin e ntal countries, in part 
because at the lack of historic 
shar e price «!«*■ on which to 
build an Investment model. 


Reform stalks the Milan panther 

Haig Simonian on quickening change at the Italian stock market 


L ittle has changed at the 
Mil an Stock Exchange 
since an Italian h anker 
said the famous words two 
years ago: “Because the Bozsa 
looks like a stock exchange, 
people think it is a stock 
exchange. Just as one might 
look at a black panther and 
think it was a black cat." 

- Topping the list of traits stffi 
to be tamed are rampant 

insirtor tr ading , an nntWjqphp fl 

dealing system and settlement 
that can keep investors waiting 
UP to 45 days for their cash. 

The result is that foreign 
funds are often hugely under- 
weight in Italy, despite its size 
and now-booming economy. 
Never short of innovative com- 
panies, thrusting entrepre- 
neurs and a welter of small 
Anns, all of which should be. 
ripe for future flotation, Italian 
bourse practice has tamed even 
the bravest fond managers. 

Attempts to clean up the 
exchange and brine it into Hm> 
with its European rivals have 
so for shared only charac- 
teristic - delay. Among a 
string of proposals still waiting 
to be passed are new laws an 
insider trading, monopoly own- 
ership takeover bids. 

None is more important than 
the creation of a new brand at 
financial institution, called a 
Societa di Intermediazione 
MoMHane <5im). The Sim law is 
the crucial pinnv of ***** bo u rse 
reform, an which all rise rests. 
But despite four years of prepa- 
ration, parliamentary debate 
and count less amendments, 
Italy's “mini- Bang” is still a 
long way off. 

Uke Pig Bang In T /mdnn^ lw* 
Sim law w£H revolutionise the 
way stocks are traded by 
removing the current monop- 
oly held by the country's 
agerUi di cambia (stockbrokers) 
on the exchange floor. Offi- 
cially appointed by the Trea- 
sury, 120 of the 200 brokers 
work at the Milan bourse, 
which handles about 90 per 
cent of all Italian stock market 
business. 

Though rationalisation and 
mergers have thinned their 
numbers over the years, many 
agenti are still one-member 
bands, more akin to a local on 
a US futures exchange than 
most people’s conception of an 
up-to-date broker. 

There are exceptions. Pasto- 
rino, Albertini and Aletti are 
three respected Milan firms, 
while Ginhergia is a highly-re- 
garded Turin ftnmpimy whose 


star recently rose further after 
being picked by S.G. Warburg 
to co-operate on joint Italian 
research. In what may be a pre- 
]nde to a closer match once the 
Sim law is passed. 

RnwifH principally domestic, 
but perhaps also eventually 
foreign, are seen as the most 
likely owners of the Sims. The 
new entities will not only be 
able to deal on the stock 
exchange, but also cany out a 
variety of other businesses, 
including underwriting and 
ftnsmda 1 advisory work, In a 
mrvtel much closer to that of 
the UK. 

One reason for Involving the 
banks more closely is to 


dered the Sims, against a wider 
background of conflicting 
interests. 

•' Responsibility for regula- 
ting the Sims remains con- 
tested, with both the Bank of 
Italy and the Cansob, the exist 
ing stock market authority, 
demanding the job. 

• While many brokers appear 
reconciled to change, they are 
demanding a two-year transi- 
tion period before the new law 
comes into effect During that 
time, a Sim could only operate 
In conjunction with an estab- 
lished broker, thus prolonging 
the monopoly and making bro- 
kers indispensable for any out- 
sider wanting to operate on the 


Italian bourse practice has tamed even 
the bravest fund managers . • . Attempts 
to dean op the exchange and bring it into 
line with its European rivals have so far 
shared only one characteristic — delay 


reverse the present situation 
where 70 per cent of business 
takes place off the bourse. 
While transparency on the 
wiphonp; floor is hardly ideal, 
practice on the i nt p A a nir mar- 
ket is even more opaque. Deals 
are done over the telephone, 
with no screens for even indic- 
ative prices, let alone solid 
dealing rates. 

By contrast, under the new 
rules, trading would have to be 
concentrated on the exchange 
floor. 

Mr Franco Piro, the chair- 
man of the fiwatiffft c ommittee 
of the lower bouse of parlia- 
ment, which is now the focal 
paint for foe Sims law, is opti- 
mistic that rhanp > Jg ml the 

way. *1 hope to pass this law, 
which is so decisive for Italy's 
savers, by mid-June. 

"You have to bear in mind 
that Italy is a country with 
very big savers, but also with 
very slow lawmakers," he 
in response to critics of 
delay. 

Frequent ehangwt of govern- 
ment and a notoriously alow 
legislative process have hin- 
dered the Sims Article 2 of the 
new law attracted 29 amend- 
ments al ong- 

1 would prefer to pass the 
law, even with a few errors,” 
says Mr Pin. “You can only 
perfect what is there. You can- 
not perfect what does not yet 
exist” 

Two key obstacles have hin- 


floor. 

Mr Attilio Ventura, the 
chairman of the stockbrokers’ 
committee which controls the 
Milan bourse, accepts the 
exchange's need to mo d e rn^** 
“We are very much behind," he 
agrees. But he stresses the 
need for a transitional period 
to protect his members. 

“It isn't just a transition 
period for the brokers," he 
says. “It’s also a transition 
period for the banks.” Behind 
the scenes are other reasons 
for delay. The head of (me big 
foreign bank in Milan says: 
"No one is really pushing for 
change. The brokers aren’t 
interested, nor are the issuers, 
nor, necessarily, are the banks 
themselves.” 

I talian issuers have long 
learned to live without the 
stock market While Euro- 
borrowing has been the chosen 
method of many big groups, 
hank borrowing h*q satisfied 
others. 

More surprisingly, the banks 
themselves may not have 
p nlfiyri as hard tor the ffltna as 
might be expected. One dealer 
notes: “The banks are already 
matching orders in their own 
back offices. That keeps trades 
off the floor and gives them. 
flonbl« the commismons." Con- 
sequently, the hanks only turn 
to the floor when they need to 
iron out imbalances. 
Meanwhile, Italy's lack of 


p en sion foods and its rules 
limiting equity purchases by 
insurance companies remove 
two important institutional 
sources for change. And the 
mutual fends are still re elin g 
from a continuing redemption 
wave that has seen their 

importance shrink. 

Even Italian Governments 
have not always backed 
reform. Apart from pressure of 
other business, the bourse is 
still regarded with scepticism 
by many, and Th atcherite 
desire to create an equity-own- 
ing bourgeoisie is conspicuous 
by its absence. 

With privatisation po licy — 

one obvious motive for reform 

- now related by those Chris- 
tian Democrats bolding sway 
in Rome, matters seem 
unlikely to change. Moreover, 
despite the much-publicised 
problems of the Bwramnt pub. 
lie-private chemicals concern, 
joint ventures may still be the 
preferred solution for injecting 
private money into public bast 
ness. 

The Milan Stock Exchange 
has not been totally inactive. A 
computerised trading system 

- a subject unde r mscossi im 
even longer than the Sims - is 
due to come into use next year, 

probably with foe purchase of 
an off-the-peg system from the 
Toronto Stock Exchange. And, 
despite months of false starts, 
it may not be too long before 
the first foreign share is listed 
in Milan 

However, whHe the Sims lan- 
guish, work is also suspended 
on other crucial stock market- 
related legislation. A new rul- 
ing on takeover bids is the 
most pressing. Italy currently 
has a free-for-all, meaning a 
raider can gain control of a 
company by buying a key 
packet of shares often 
through a bilateral deal off the 
floor with another big share- 
holder. 

The bidder is under no obli- 
gation to offer the same terms 
to others. Although a fall hid is 
sometimes made, more often 
minority shareholders are left 
out in the cold. 

The new rules would require 
any shareholder already own- 
ing 25 per cent of a quoted 
company to make a foil bid if 
seeking to buy at least 5 per 
cent more. But, like so many 
other key pieces of financial 
legislation, the proposal will 
only be dealt with after the 
Sms is passed. And when that 
will be is anybody's guess. 
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TRADITIONAL OPnONS 


• First Dealings May 8 

• Last Dealings May 18 

• Last Declarations Aug. 2 

• For settlement Aug. 13 

For rate Indications see end at 

London Shore Service 


Calls in Atlantic Rea^ Audit A 
General, Aviva Pet* Qaetic Res* 
Tuukar Rw, Kuniefc, Mecca Lets, 
and Premier OB. Put In Brant 
water. 


LONDON TRADED OPTIONS 


THE WEAKNESS in London 
equities yesterday was reflected 
In derivatives trading, with the 
futures market giving up some of 
• its lead over the cash index, 
while the FT-SE Index options 
ware less active. 

The June FT-SE futures con- 
tract began the day with a pre- 
mium at Just more than 30 points 
above the underlying Index, as 
some of the heavy selling of 
FT-SE calls during the previous 
day Altered into the market 
On Monday Hoare Govett sold 
around 3800 May 2.200 calls, and 
‘yesterday sold a further 1 , 000 . 
The market makers that bought 
the calls hedged their positions 
by selling FT-SE futures. 

Dealers said tills liquidation of 
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future® had depressed prices. In 
addition, the absence of a recent 
taiga buyer of futures from the 
m a r ke t also eroded the premium. 

At the dose, the June FT-SE 
stood at 2£A6, down 6 points on 
the day. and at a premium of 36 
points to the cash index. But In 
spite of yeste r day's erosion of the 
futures markers lead, it still stood 
more than 10 points above fair 
value. 

In the options market, a total of 
9.284 FT-SE contracts changed 
hands in a slower two-way mar- 
ket, and was divided between 
5.512 puts and 3,772 calls. The 
May 2^00 calls, at 1,134 con- 
tracts, was the busiest 

Total options turnover stood at 
34.701 contracts, of which .19.401 
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were calls and 15.210 were puts. 
This compared with 37,882 In the 
previous seeslon. 

Dealers said the currant level 
•of turnover, which averages 
around 35UXX) a day. remained 
too low to support the number of 
market makers. One trader 
observed; 'We're Just watting lor 
others to go. But the problem Is 
that w i th dra wals out liquidity.* 

in a novel move, Barclays de 
Zoete Wedd executed a pro- 
gramme trade for a UK institution, 
which Involved the sale of around 
3m shares In 12 FT-SE stocks and 
buying between 250 and 300 calls 
In the same companies. 

The transaction would allow the 
institution to profit from the recent 
rise in share prices. 
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UK COMPANY NEWS 


Advance to £565m at top end of City expectations, and current year forecast raised 

All-round improvement at Allied-Lyons 


By Philip Rawstome 

ALLIED-LYONS, the food an* 
rtrtntc g roup , satined the mar- 
ket yesterday with pre-tax prof- 
its for 1989-90 Of 2565m, a 12L5 
per cent increase on last year's 
2502m, and reflecting solid 
prepress across all the group’s 

Mr Richard Marlin, chief 
executive, used the occasion to 
dampen speculation about 
Allied's future in the brewing 
industry after the Monopolies 
and Mergers Commission 
shake-up. 

“The experience of Grand 
Metropolitan and Elders con- 
firms our view that there is 
little to be gained and much to 
be lost by an early and and 
public response to the new sit- 
uation. ” 

Allied was ready to act deci- 
sively when the time was right, 
he said. “To act prematurely 
would be feDy." 

The results, at the top end of 
analysts’ forecasts, included a 
£8m finance charge hut no con- 
tributions from ™ Whitbread 


spirits business and Dunkin’ 
Donuts acquired JwHn g 
the year fix 1 a total £726m. 

Those acquisitions raised 
Allied’s gearing to 78 per cent 
but recent disposals - again 
stripped out of the figures - of 
Embassy Hotels, J Lyons 
Catering, and Normand motor 
dealers, have now reduced it to 
TO per cent. 

Earnings per share rose 9 per 
cent from 4S.7p to 47.7p. A final 
dividend of li-3p, 13 per oast 
higher, is proposed, making a 
total of lfL95p (lSp). 

It is intewdari to offer share- 
holders the op po r tun ity of tak- 
ing the dividend in shares 
Instead of cash. 

Group turnover increased 
from £A5bn to £4-7bn. Allied 
Breweries contributed £1.7bn, 
up 5.6 per cent, and achieved a 
trading profit growth of 14.3 
per cent to £232m. 

Allied pubs recorded a 36 per 
cent increase In food sales, and 
managed houses raised turn- 
over by 20 per cent 



MLI ED 1 IV; DNS , 



■Ri ch a r d Martin: dampened speculation about Allied's fkttnre*””* 
in the brewing industry following the MMC report 

Tetley Bitter and the group’s cent rise in the first nine 
other main beer brands all weeks of the current year, with 
increased share, and overall Tetley gaipfng business as a 
sales volume was ahead of the “guest” ale. 
previous year. Beer volumes Trading profits of the 
have shown another 2.6 per HW-AV wines and spirits boat- 


Vaux up 19% to over £14m 


By Philip R a w sto me 

VAUX. the brewing and hotels 
group, yesterday reported 
interim pre-tax profits of 
£14J2m. cp 19 per cent and in 
line with market forecasts. 

The outcome, tor the 24 
weeks to March 17, included a 
£ 1.46m contribution from 
Vaux’s associate, Tyne Tees 
Television, half coming from 
the sale of TV Times. 

Mr Paul Nicholson, chair - 
man. said the outlook for the 
year was promising, but cau- 
tioned: “There are uncertain- 
ties as to how buoyant busi- 
ness in some hotels may be.” 

Current occupancy was opto 
expectations but the weekend 
breaks business had levelled 
off and some corporate semi- 
nars and conferences had been 
reduced In scope or cancelled. 

T urn o v er increased by 10 per 
cent to £H0^9m, anil trading 
profits were up 22 per cent to 
213.74m. An interim dividend 
of 2.98p (2*>9p) is payable from 
earnings per share ahead 
nearly 16 par cent to &16p. 

Swallow Hotels increased 
trading profits by 13 per cent 
to £6.l4m in spite of major 
redevelopments which put 10 
per cent of rooms out of com- 
mission. 


Vaux Group 

Share price (pence) 
360 
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Mr Nicholson, confirming 
that he was still looking for 

har gafa aw piMtinna , said OCCU- 

pancy rates were running 
ahead of last year but regional 
variations were emerging. 

Brewing profits rose almost 
15 per cent to £l£m in spite of 
the kiss of supply contracts to 
Tesco. Draught beer volumes 
were marginally lower but 
trading levels were now com- 
parable to those during last 
year's good weather. Trading 
profits of thg pub estate were 


“I am delighted to 
report a year of 


22 per cent ahead at £L97m. 

The recent cii™ aw piiaWm 
of 55 pubs increased the estate 
to more than 600 pubs, and far- 
ther purchases are planned. 

• COMMENT 

After bring “punted mare often 
than the ball at Twickenham”, 
as Paul Nicholson puts it, 
Vanx’fi share price la now lan- 
guishing in touch. It seems 
likely to remain there at least 
until the future of Queens 
Moat's 9.6 per cent stake is 
resolved. But Vaux has come 
through an active period of 
acquisitions and disposals with 
both its hotel chain and its pub 
estate shrewdly «trwigihwimi 
It is currently bidding for. 
another 35 pubs ami looking 
for farther hotel Hargaina Han. 
tion about the prospects for tbe 
hotel business is balanced by a 
better than expected perfor- 
mance on the brewing side 
after a ainggiah start - turn- 
over in acme of the recently 
acquired pubs is 10 per cent 
up. If there is w rf htn g to get 
excited about, equally City 
analysts see no particular wor- 
ries. Full year pro f it forecasts 
r emain unchanged at about 
£36m. a prospective p/e of 10. 


LUI board meets in final 
effort to salvage company 


By Patrick Cockbum 

THE BOARD d T<»nflo ri United 
Investments, the troubled 
insurance group, was meeting 
yesterday in a last ditch effort 
to salvage the company, which 
needs at least £75m to meet 
claims. 

Efforts by major insurance 
brokers led by Sedgwick Group 
and Marsh & McLennan have 
tolled to create a rescue vehicle 
for LUI in the six weeks since 
its shares were suspended. 

Mr David Rowland, chair- 
man of Sedgwick Group, said 
yesterday that the brokers 
were continuing their efforts 
but had so tor toued to produce 
a sedation to LDTs problems. 

Tiwding brokers and insur - 
ance companies said they did 
not believe reports of a cianm 
lifeboat for LOL Commercial 
Union, the UK composite, men- 
tioned as a potential partici- 
pant in the rescue plan, yester- 
day denied any knowledge of 
flip scheme. 

LUTs shares were suspended 
in Maw* when the consulting 
actuaries TSUingbast said that 
six subsidiaries of LUC did not 
have enough reserves to meet 
future claims. The DTI ordered 




for Allied 


progress 




Pre-Tax Profit 


1989/90 1988/89 


Earnings per Share 


1989/90 1988/89 


£565m 


j£502m 


47.7p 


43.7p 


Up 12.5% 


Up 9.1% 


( fj t w cti from the Cbaarmaak Statement) 

Dividend per Share 

1989/90 1988/89 

16.95p 15.00p 

Up 13.0% 

52 weeks to 3 March 1990. 


“These results reflect good performance across the whole group. 

The acquisition of the Whitbread Spirits business increased 
both our brand strength and our international status. Similarly 
Dunkin’ Donuts Inc brought into the group a world number 
one which complements our easting business and offers con- 
siderable potential both in the United States and worldwide. 

Our well balanced spread of food, drink and hospitality 
businesses, our growing international status and our outstanding 
brand strength add up to a powerful and I 


resilient group and we are confident of 
further progress!’ 


ALLIEDRYONS 


them to stop paying claims and 
Walbrook Insurance, LUI’s 
main underwriting arm, to 
stop writing new business. 

Mr Peter Wilson, chief execu- 
tive of LUL says that subse- 
quent draft reports from TflHn- 
ghast reveal that LUI an 
extra £75m to 2100m to top up 
its reserves. 

The problem for potential 
rescuers is that even nbrokera 
and in surance companies were 
prepared to give financial sup- 
port of this magnitude to LUI 
the long-term on th*» 

group might soon come to 
CTi-aeri the Tffllnghast figure 

HS Weavers, a LUI subsid- 
iary, was the largest writer of 
US liability business In the 
London market. But profes- 
sional Indemnity, mal- 

practice and environmental 
hazard insurance written 
through Weavers oomHnnes to 
produce heavy claims. 

An attempt by Anglo Ameri- 
can, which took 45 per cent of 
Weavers’ business, to take over 
the running of Weavers found- 
ered in April when LUI discov- 
ered that it would receive little 
benefit from deoL 


Warner 
Howard 
nears £5m 

By Vanessa Houlder 


WARNER HOWARD Group, a 
laundry equipment and hand 
dryer supplier, yesterday 
announced a 19 per cent rise in 
pretax profits from to 

£4.7m for the year to February 
28. 

Rental income from warm 
air hand dryers increased by 29 
per cent and laundry rental 
income rose by 8 per cent Mar- . 
gins on direct sales were , 
affected by compet ition and ' 
.adverse currency movements, 
but rental contracts continued 
to grow with satisfactory mar- 
gins, the company said. 

The year was marked by an 
increase in the new rental con- 
tracts won from local authori- 
ties, educational establish- 
ments and hotel groups, it 


The service and supplies 
division sho wed a 37 per cent 
increase in profits. 

Mr Ronnie Hooker, chair- 
man, «atd that with no gearing, 
positive cashflow and long 
term rental contr a ct s linked to 
the RPI, Warner Howard had a 
sound base from which to 
expand. 

The group has reached an 
agree ment with the World 
Dryer Corporation of America 
to foam a joint venture, man- 
aged by Warner Howard, to 
market World’s w a rm air hand 
dryers throughout Europe. Mr 
Hooker believed the opportuni- 
ties in Europe were great. 

Turnover increased by 9 per 
cent to £ML3m (£14£m). After 
an increased tax charge, earn- 
ings per share rose from I2£5p 
to 12L5lp. A final dividend of 
2£4p makes a 4Ap <3.75p) 


The share price dosed down 

4p to 143p. 

Schroder Wagg 
criticised 

The .Takeover Panel has 
criticised J Henry Schroder 
Wagg over a breach of the 
Takeover Code during the bid 
battle between Midsummer 
Leisure and European Leisure. 
On May 4, as the bid entered 
its final week, Schroders 
briefed a Sunday newspaper 
and talked to four other news- 
papers about a defence circular 
that it had helped prepare but 
that had been officially embar- 
goed until May 5. 

Samuel Montagu, European’s 
financial advisers, were not 
immediately given a copy of 
this circular and only received 
one after lodging a complaint 
with the Panel executive. 


ness grew by 17 J per cent - 
more than double the previous 
year’s rate of growth - to 
£3l8m on turnover 7 per cent 
high «rr at £L67ba. BaRantine's 
Scotch whisky, now selling 
more than 5m cases, was a 
major contributor. 

The addition of the former 
Whitbread brands. Beefeater 
gin and Laphroaig malt 
whisky, would further 
strengthen the portfolio, Mr 

Martin Raid 

J Lyons food turnover rose 
from £986m to £L0Sbn, with 
trading profits up U3 per 
to £108m. Since the launch of 
Tetley's round tea-bags last 
July, the company had 
increased market share by 4 
per cent and was now challeng- 
ing Brooke Bond for market 

Iffnderybip. 

Overall, some 55 per cent of 
group profits were now coming 
from overseas markets. 

Analysts lifted forecasts for 
Allied’s pre-tax pro fi ts Cor the 
cu r rent year to around vna&m 


B&C to present 
survival package 
to bondholders 


By David Owen 

BRITISH & Commonwealth 
Holdings, the troubled finan- 
cial services group, is to pres- 
ent its survival plan to bon- 
dholders at. a meeting this 
afternoon. ' 

R will be the next stage of 
the company’s campaign to 
curry favour among lenders for 
its proposals. 

The plan was presorted on 
Monday to the company's prin- 
cipal bank lenders at Barclays’ 
Lombard Street offices. One of 
the banks represen t ed at the 
meeting characterised the 
mood as “one of pessimism 
more than euphoria?* 

Holders of a 2220.4m issue of 
10.5 per cent unsecured loan 
stock, which ranks in the top - 
tier of B&C's debt, are under- 
stood to be dissatisfied with 
the company's proposals. 

In addition, some holders of 
a lower ranking 2320M issue of 
conver tible unsecured loan 
stock (CULS) have already 
written to the designated 
trustee to demand - 

repay moot. 

A spokesman for Royal .. 
Exchange Trust, the group 
appo inted as attorney for the 
CULS earlier this month by 
trustee Law Debenture Corpo- . 
ration, confirmed this week 
that some such demands had 


been received, but said that 
the number was “not that sig- 
nificant” 

Under fo** covenants of the 
stock, were hold ers of 20 per 
<wnt of the CULS to write in 
B&C would be asked to repay 
the entire issue at par, or face 
the prospect of being put into 
liquidation. 

B&C's proposals, drawn up 
by SG Warburg, the m e rc hant 
bank, are thought to require 
senior landers to take a 25 per 
cent writ e-down on their debt, 
amounting to £175m- This 
written-down portion would be 
converted into a combination 
of preferred and ordinary, 
shares. 

It is thought that the 
write-down proposed for the 
CULS holders could be as 
much as 70 per cent which 
would also be convertible into 
equity. 

Bondholders' response to 
the proposals is likely to 
depend on both the mix of 
securities they hold and their 
assessments of B&Cs break-up 
value. 

Some analysts estimate this 
at as much as M .Um — imply- 
ing that there would be 
enough to repay’both first and 
secon d tier lenders in the 
event of liquidation. 


Government concern over 
pressure to stop BTR bid 


By David Owen' 

THE BRITISH Government 
ex pre ss ed concern to the Bush 
in Washington 
over the campaign to derail 
BTR's ultimately unsuccessful 
$L64bn (£L01bn) bid for Norton 
Company of Massachusetts. 

hi response to a letter to Mr 
Douglas Hurd, the Foreign Sec- 
retary, from Mr Tam Dalyell, 
the Labour MP, Foreign' Office 
minister Mr Timothy Sains- 
bury stated that “both the DTI 
and the British Embassy in 
Washington have stayed in 
touch with BTR and the 

Arlmhiis t ra trim qVBT thp .past 

few weeks. 

“We have also expressed our 
co n cern at tbe pressure being 
put to halt an unwelcome bid,” 
he continued. “The Adminis- 
tration responded in a very 
reassuring way.” 


Taut mnnfl| Norton submit- 
ted to an. agreed $2bn (£L2bn) 
bid from Saint-Gobaln of 
France, having waged, a Utter 
fight against BTR’s hostile 375 
a share offer. 

Resistance included the 
raahiwg thro ugh Massachu - 
aetts legislature of a bill specif- 
ically designed to thwart BTR 
by restricting the 'number of 
Norton boardroom seats it 
could contest at the company's 
annual nw*fl>v 

The Massachusetts delega- 
tion in Washington, backed by 
more than ido other congress- 
men, also urged President 
Bush to investigate the 
UK Industrial conglomerate's 
bid on national security 
grounds- * 

t Norton is the world's leading 
manufacturer of abrasives. 
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McAlpine 
chief steps 
down after 
poor results 

By Andrew Taylor 

MR ROBERT (Bobby) 
McAlpine is to step down as 
chief executive of Alfred McAl- 
pine following a series of dis- 
appointing results at the UK 
building and civil engineering 
group. 

Mr McAlpine, who will 
remain executive chairman of 
the group, will be replaced by 
Mr Graeme Odgers who until 
recently was group managing 
director of British Telecom. 

The construction company 
said Mr McAlpine was relin- 
quishing tbe position of chief 
executive to concentrate on 
the strategic development of 
the group. McAlpine family 
interests own about 30 per 
cent of the company. 

Mr McAlpine is understood 
to have been under pressure 
from City institutions and 
from fellow directors to 
strengthen the top manage- 
ment of the group. 

He said yesterday, however; 
“This was my own idea. Like 
chairman etf other large diver- 
sified construction companies 
I recognised that It was becom- 
ing increasingly impossible to 
perform the job of both chair- 
man and chief executive ade- 
quately. 1 got in touch with Mr 
Odgers as soon as I knew he 
was available. I am totally 
delighted to have him on 
board." 

Between 1978 and 1986 Mr 
Odgers worked for Tarmac, 
Britain’s biggest diversified 
construction and building 
materials group. He became 
Tarmac’s manag in g director in 
1983. Before that he was 
finance director. 

He resigned from British 
Telecom earlier this year after 
disagreements over plans to 
restructure the group. 

Alfred McAlpine ran into 
problems in the late 1980s as 
result of a series of loss-mak- 
ing UK road contracts won 
be tw een .1986 sma ISM. 

In tits 12 months to end-Oo- 
tofaer 1988, pre-tax {unfits fell 
by 35 per cent to 22047m at a 
time when rival construction 
companies were announcing 
record results. 

The company, which has 
since reorganised its contract- 
ing Businesses and appointed 
new management to its con- 
crete Mods interests, 

staged a modest recovery in 
tiie following 12 months when 
pre-tax profits increased by 15 
per cent to £23£m. 

The .group, however, took an 
extraordinary charge below 
-the line of 27.75m. This partly 
arose from losses incurred 
from retreating from house- 
building In the US. 

Analysis loss 

A nalys is Holdings, an 
electronic publishing company 
which came to the Third Mar- 
ket at tiie end of last year, 
reported a loss of £2J9m in 
the year to the mid-March. The 
company said it was ahead of 
the forecast in its prospectus 
last year. Gross profit margins 
were also above expectations 
on turnover of 21.17m. The 
ton per share was 64gp. 


This announcement appe&s as a matter of record only 
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Interim results buoyed by six months’ contribution from Gold Fields 

Hanson ahead 28% to £570m 



By NHdd Taft 

HANSON,, the UK-based 
conglomerate which Is ctxr*.< 
rentiy fighting for control of 
Peabody, the US coal miner, 
yesterday .announced profits’ 
before tax of £570m in the six 
months to end-March. • 

That compared with £447m a 
year earlier and was in line 
with Ciiy expectations. 

The 28 per cent advance was 
helped by the inclusion of a ftiU 
six months’ results from the ' 
Consolidated Gold Helds busi- 
nesses, acquired lor Hanson via 
a £34bn takeover nf the mining 
investment bouse in August; 
pins a near-doubling of not 
interest earned. 

Nonetheless, in forms of fully 
diluted earnings per share there 
was still a 12.7 per cent advance 
to 8u9p: 

The interim dividend is being 


Med by 05p to 3p - Hansom 
baa already forecast a' 22 per 
cent dividend increase for the 


Althoug h the figures Indi- 
cated difficult trading condi- 
tions for some of Hanson’s busi- 
nesses •— bricks in the UK and 
some of the consumer compa- 
nies in the US — the overall 
numbers were’ greeted fairly 
warmly by analysts. Uanaon’s 
shar es were uncharged at 227p, 
with most forecasters leaving 
foil-year predictions unaltered 
at about the £L3ba mark. 

At the trading level, first half 
profits increased foam £387m to 
£4S9m, on sales of £342bn 
(£3.77bn). - 

Mr Martin Taylor, Hanson's ~ 
vice-chairman, declined to 
break ouf. the cmdzfoutkm from 
Consolidated Gold Fields, say- 


ing that its individual busi- 
nesses were now spread around 
various divisions^ 

Even so, the divisional pic- 
ture suggested mixed fortunes. 
On the UK consumer side, oper- 
ating profits rose to £l46m 
(£134m) with British Ever 
Ready showing increased fig- 
ures. and Imperial Tobacco also 
producing u gOOd fiimnHnl 
results*. 

By contrast, the UK bonding 
products side would have 
shown a profits drop but for the 
induskm of ARC, formerly part 
of Gold. Fields. 

Mr Taylor said that year-on- 
year sales were 40 per cent 
lower at Hanson’s London 
Brick subsidiary, and that 
redundancy costs here amount- 
ing to “several millions" had 
been taken above the line. 


Overall, this division made 
£Ssm (£46m). Profits from the 
UK industrial interests rose to 
£78m (£42m). 

to the US, only the industrial 
division showed an advance, up 
from £67m to £114m. Gold 
Fields Mining Corporation 
made its first foil contribution 
and SCM Chemicals also fared 
wefl. 

In US building products, a 
gain by Kaiser Cement was off- 
set by lower profits from Han- 
son Lighting and the overall 
profit was unchanged at £35m. 

On the consumer prob- 
lems at -9nif th florara, plus the 
fact that Hanson now only 
owns 48 per cent of the com- 
pany, was largely responsible 
for profits fall to £S1m (£47m). 

Hie conglomerate's financial 
position, however, strengthened 


further, with net interest 
earned in thB six months risfog 


from £S0m to fiiim. Cash in 
th ebank stood at £&37bn at the 
halfway stage, easily out strip - 
ping debt of £SA5bn. 

In his statement. Lend Han- 
son, chairman, said that the 
group would capitalise on this 
position, coupled with its “repu- 
tation withm the investment 
and banking co mmunity " in 
order to “evaluate acquisition 
opportunities that will augment 
internal growth and provide 
ram tinning profitability. 

As far as the Peabody situa- 
tion is concerned, Mr Taylor 
had to add , saying that 
the ball was in the court of 
Amar, toe rival Wddwr TTgrtf^m 
already owns 4543 per cent cf 
Peabody and is currently lead- 
ing in the anrrirm 


Thomson-CSF in 
line to buy MEL 

By EMnrid White in London and Laura Ratal in Amsterdam 


PHILIPS, the . troubled 
Netherlands-based electronics 
group, is understood to be 
dose to a deal to sell MEL its 
British defence subsidiary, to 
Thomson-CSF of France. 

The state-controlled French 
company, Europe’s largest mil- 
itary electronics ma nuf acturer, 
has emerged as the prime ram- 
tender for MBL, fllthfuig h Phil, 
ips has also continued to hold 
talks with Westinghouse of the 
US, which was an mrHw can- 
didate, and with another US 
group. 

Thomson-CSF has already 
taV»n over the h ulk of Philips' 
European defence interests, in 
a deal concluded in January. 

Philips urgently needs the 
MEL sale proceeds to help 
boost Us ffw gt m r Ti wWfei Earn- 
ings from normal business 
operations are expected to drop 
in the second quarter,. 

In the first quarter, only a 
FI 330m (£106m) e xtr ao rdin ary 
gain from the sale of other 
defence activities to Thom- 
son-CSF kept net income from 
plunging. 

The earlier purchase com- 
prised an 80 per cent stake in 
Hollandse Slgnaalapparaten, 
the group’s flagship military 
electronics company, a 49 per 
cent share of MBfX, its Bel- 
gian defence unit and the 
defence activities _of TRT, its 
French subsidiary. . ' . 

These three miffs between- 
tbem account for annual 
of about £400nu [Financial. 


details at the purchase were 

npf HfarlnoH • 

MEL, based, at Crawley, West 
Sussex, has recenfly been a 
profitable exception in an 
otherwise troubled' ' Philips 
defence division. E has about 
1400 employees and annual 
sales - of about £80m. Last 
month it beat Bacal to a £2Sm 
contract to supply advanced 
electronic sensors for the 
Royal levy’s second batch of 
Type 23 frigates. 

Thomson-CSF did not 

farimto M1ZT. In ite imgn llj i t liii w 

with Philips last year, when it 
was abor bidding (initially in a 
joint move with. British Aero- 
space)' for Ferranti Interna-* 

titmal nf thn TTTT 

The Frendh group pulled out 
of the bidding for Ferranti Just 
10 days after its deal for toe 
other Philips HwHa was pJ mi 
in January/ Ferranti's key 
radar business was subse- 
quently bought by the General 
Electric Company. 

The sale of mkl will virtur 
ally complete PbdlfoB*'exit from 
the defence business, apart 
from its^ remaining states in 
the Dutch and Belgian compa- 
nies and its US subsidiary Mag- 
savox. Philips has been hold- 
ing talks with potential US 
buyers of Magnavax, bat so for 
without success. 

Its Swedish offshoot Philips 
IHdctninlMnifustiiT was 
last June to-Bofbis,_£he arma- 
ments arm of Sweden's. 
Ipoup.^^., .. . 


Alexanders just ahead at £0.7m 


Pre-tax profits at Ale xand e r s 
Holdings, the Glasgow-based 
Ford main dealer, rose 5 per 
cent from £873,000 to £707.000 
for the six months ended 
March 3L 


T u r n ove r was 25 per cent 
ahead at £48.6m (£35m) and 
after tax of £191400 (£181,000) 
earnings emerged at L264p- 
(L204p). The company does not 
dedaze an interim dividend. 



Ashlar Ashwood 

Lard Safosbnry, chairman of J Sainsbury, at the Nine Ehns store In south London yesterday 


Concentric advances 13% 
despite uncertain demand 


By Jane Fuller 

IN SPITE rf mwiirtHp demand 
in many areas of its business. 
Concentric, the Birmingham- 
based components maker, 
increased pre-tax pro fits by 13 
per emit to£4.45m in the six 
wvwithu to March 81, 

Sales a d van c ed by less than 
6 per cent to £S5.72m. 

Mr Tony Firth, chuinruin, 
mM *h» <])«ni ptinn of itotwwd 
in some - markets had been 
“brotfebl anjwrtly by, govern- 
ment?* He cited the white ’ 
goods market, hit by the 
squeeze on consumer spending, 
as an example. “The white- 
goods industry is on the floor 
and we are a major supplier to 
it” 

Another area affected 
included process control equip- 
ment supplied to the building 
industry — such as valves for 


and ventilation. 

In alnwiimnni there 
been fierce competition from 
US smelters because of slack 
demand in that country's auto- 
motive industry. 

The difficulties had, how- 
ever, been by buoyant 

martrgrf* for mifcnu pu tiKft compo- 
nents, plastic mouldings, petro- 
chemical i Hgt ra insula and con- 
fectionery moulds. 

Overseas sales — 25 per cent 
of the total — faw also held 
up wefi. Benefits were begin- 
ning to wane through from a 
factory opened in the US last 
year. 

T^mt May, Concentric maria a 
oue-for-seven rights issue to 
raise about £7m towards Its 
capital spending programme, 
which is expected to total 
nearly £13m by the end erf this 


year. 

A re-equipped aluminium 
foundry had just come on 
wtraam and new plant had also 
been tnatanad at various mach- 
ining companies. Mr Firth said 
most of the benefits were yet to 
came from this p rogramme. 

No balance-sheet details 
wore given at this stage, but he 
«airi toe company tended to be 
a receiver erf interest rather 
than a payer. 

In the wake of the rights 
issue, earnings per share 
showed modest growth to 
13.42p (13.02pX The interim div- 
idend is lifted to 347p (241p). 

Concentric's share price fell 
4p to close at 261p yester- 
day .This compares with the 
rights issue pnee of 260p and a 
high since then of 3I9p 
recorded last July. 


Globe fires fresh broadside at predator 


By John Thornhill 

PASSIONS ARE running blgh 
in the investment trust indus- 
try over the British Coal Pen- 
sion Funds’ £I.08bn bid for 
Globe Investment Trust, and 
Mr David Hardy, (Robe's chair- 
man, has proved a master at 
arousing 

In a fresh broadside yester- 
day against the pension funds. 
Globe published the results of 
a questionnaire it had sent to 
its 42,031 shareholders which, 
the company ribrimadj showed 
that the vast majority of 
respondents strongly sup- 
ported the board’s opposition 
to the bid. 

Mr Hardy said he was 
delighted by this “enormous 
vote of confidence” in. 
Globe and claimed that share- 


holders. clearly, refected “this 
misconceived and unwelcome 
hid.” 

Barclays de Zoete Wedd, 
which acts as financial adviser 
to the British Coal Pension 
Funds, was however dismissive 
of questionnaire. 

Mr Malcolm Le May, a direc- 
tor of BZW, said: “Our offer is 
generous and enables share- 
holder to choose either cash, 
an attractive debt instrument 
or a continued participation in 
the equity market. Publishing 
an out of date poll really 
served littte point Let the mar- 
kets deride.” 

Globe sent out its question- 
naire. 'listing six questions, on 
April 28and by MaTUHt had 
received 12,029 replies. But 


only about 26 per cent of these 
were received after the funds 
had unveiled their amended 
bid proposing a loan stock 
alternative to its 191p 
cash offer and also the 
option of switching into an 
index-tracking Investment 
trust. 

Globe claimed that 11,796 
respondents - representing 
28.1 per cent of the Globe's 
■hawAftiifawi and 105 per cent 
df its equity - had agreed that 
they did not want Globe to be 
taken over by the pension 

•fttwritt. 

Globe estimated that this 
represen te d almost a third erf 
the trust's private share ho ld- 
ers. 

The ftmds speak for 333 per 


cent of (Robe’s equity. 

Some of Globe's inquiries 
might, however, have been 
adjudged to be leading ques- 
tions in a court of law. For 
example, it was perhaps not 
too surprising that an over- 
whelming majority of the 
respondents agreed with the 
statementi-I do not want to 
have my savings in Globe 
shares reduced by Capital 
Gains Tax. 

• (Robe sent its submission to 
the Office of Fair Trading cm 
Monday ri ght tn an attempt to 
have tiie bid referred to the 
Monopolies and Mergers Com- 
mission. Almost 11400 respon- 
dents to Globe’s questi onna ire 
thou g ht the authorities should 
intervene. 


Addison Consultancy 
turns in £368,000 loss 


By Alton Rawtfhom 

ADDISON Consultancy Group, 
which recently shed Its adver- 
tising and design interests to 
concentrate on market 
research, yesterday disclosed a 
pre-tax loss of £368400 for 1989 
compared with pretax profits 
of £2J4m In 1988. 

The losses were incurred by 
the non-continuing businesses. 
The core market research com- 
panies were profitable during 
the year, albert at a lower level 
than in 1988. These companies 
experienced a fall in pre-tax 
profits from £L82m to £816,000 
chiefly because of the- costs 
incurred In European start-ups 
and new long term projects. 

Mr Tony Cowling, chief exec- 
utive, said: “Our ongoing bust 
nesses are profitable and cash 
generative. We had a lot of 
problems last year, hot they 
are now behind us.” Addison's 
shares slipped by %p to 25%p 
yesterday. 

Group turnover fell to- 
£45.89m (280.93m). Addison 
paid a lower tax charge of . 
£58,000 (£L.07m) and received 
an extraordinary credit of 
£5264100 (dehit of £L4m) on dis- 
posals. It made a loes per share 
of Q.68P ( ear ni ngs erf l_77p).The 


iposed a 
the final dividend to O.lp 
fl>4p) making a total of 0-6p 
(l-4p)- 

Durlng the year Addison 
sold Chetwynd Haddons, an 
advertising agency, and 
Streets, a financial public rela- 
tions consultancy. It also sold 
its d pri g n companies to a man- 
agement iray-out team. 

ft has been left with a erne 
business of market research 
consultancies spec i a lisin g in 
medical, consumer and finan- 
cial research. The proceeds 
from toe disposals wiped out 
its debts and have left it. with 

TIP*- rash of £liw- - 

- Mr Cowling said the level of 
demand for market research 
had slowed down in the final 
quarter of 1989 and had contin- 
ued to he sluggish in the first 
quarter of this year. 

He added that the European 
start-ups bad since broken 
even and there had been a 
modest improvement in the 
general state of the m a rket .. He 
expected a return to profits 
growth this year and Addison 
plans to expand its European 
interests by start-tip and acqui- 
sition. 


Molins accuses Leucadia 
of coyert manoeuvrings 


By Andrew Hid 

MOLINS yesterday accused' 
T/»nrariin National Corporation 
of “covert manoeuvrings” and 
of trying to create maximum 
uncer tai nty in the market dup- 
ing the latest delicate stages <rf 
its £7&n bid for the manufac- 
turer of cigarette machinery. 

Stares in Molins slipped lOp 
to 269p after Leucadia, an elu- 
sive US financial services and 
Tnftrmft y t n rt n g group. Wanted 
it would not Increase its 252p- 
frshare hostile offer unless zt 
managed to buy more shares in 
the company. Leucadia did not 
specify the mi n i m u m number 
or price cf the shares which it 


might buy. 

However, MoWt said Leuca- 
dfa’s broker, OCiff & Partners, 
had approached certain institu- 
tional shareholders in 
asking if they would sell at 
prices up to 275p. Ofliff would 
nrithflr c onfirm nor deny toe 
allegation. Molina said it would 
6t£U reject as offer at that 
price. 

Leucadia’s announcement 
seems unlikely to restrict the 
pre da tor's options today, when 
it has ite last opportunity to 
•revise the of fe r for Molina — 
the third hostile bid for the 
company in three years. 


Border TV profit warning 

By John Thornhill 


BORDER TELEVISION, the 

USMqnoted IBA contractor for 
Cumbria, warned yesterday 
that its annual profits WOUM 
be below those of the pre vious 
year due to a decline in adver- 
tising revenue and exceptional 
restructuring costs. 

The anno one erne nt 

prompted a 0 fall in the com- 
pany's share price to 37p in 


Ite Border saying that its 
tal dividend would be main- 
tained. 

Border has also bees hit by 
redundancy posts which will be 
treated as an exceptional cost 
The company has slimmed 
down its workforce from 243 to 
160 and will incurr a charge of 
£220,000 resulting from the clo- 
sure of its London sales office. 


Metro Radio 
advance pots 
lip on the 
share price 

By John ThomhHI 

Metro Radio Group, the 
Newcastle-based Independent 
radio company, yesterday 
reported a strong advance in 
interim pre-tax profits, defy- 
ing the despondency of the 
sector. 

In the six months to end- 
March profits advanced 85 
per cent from £693,000 to 
£937,000. Turnover was also 
firmly ahead at £3.87m 
(£3. 09m). 

The announcement was 
welcomed in the City and 
Metro’s shares rose strongly 
to .l47p, np lip. 

In spite of the slowing rate 
of advertising growth tn the 
UK, Metro reported a 18.5 
per cent advance in advertis- 
ing revenue with particu- 
larly strong 24 per cent 
growth in local advertising. 

Metro has been placing 
increasing emphasis on 
developing local revenue 
which now accounts, for 
about two thirds of the totaL 

The USM-quoted company, 
which operates three radio 
stations - Metro FH, TFM, 
and Great North Radio - 
said it had the best audience 
figures in the independent 
radio network. 

An independent survey 
covering the period front 
October to December 1989 
showed that 54 per cent of 
the adult population in the 
north east and North York- 
shire listened to Metro 
Group’s programmes for an 
average of more than 16 
hours each week. 

Metro said the current year 
had started welL Advertising 
revenue in April was more 
than 50 per cent higher and 
May had started very 
strongly. 

Mr Neil Robinson, manag- 
ing director, forecast that 
there would be a shakeout 
in the industry. “This is a 
year of opportunity for us. 
There will be a differentia- 
tion in quality between the 
good, the bad and the ugly 
players,” he said. 
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US$250400400 
RocdiiiS Rote Subotthaated Capital NoIm due August 1996 

cmcoRPO 

Noiice is hereby given that the Interest payable on the relevant 
Interest Payment Date, May 23, 1990, for the period February 
14, 1990 to May 14, 1990 against Coupon No. 23, in respect of 
U.S550400 nominal of the Notes will be U541 ,042.1 0. 

May 16, 1990, London ^ ’ 

By: Gtibonk, NX (CSSI Dept.), Agent Bonfc CtTlBANtCh 
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CANAL +SAUS UP 23.7% IN FIRST QUARTER 1990 

(Paris, May 7, 1990) Canal +, Europe's largest pay-TV 
network, announced today that its first-quarter 1990 
consolidated sales had grown fay 23.7% over the year 
earlier period. 

The network said that then were 126,000 new 
subscribers and 61,000 cancellations in the first quarter, 
representing a net increase of 65,000 subscriptions, 
compared to 62,000 in first-quarter 1989. 

At end March, the number of individual subscribers 
totalled 2^40,000, in addition to 113,600 institutional 
subscribers. 

Breakdown of Sales by Division 



The television division is composed of the parent 
company, while the m a nufa c turi ng division is comprised 
of Antennas Tonna and Visicable +, winch were merged 
as of February 28, 1990. 
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UK COMPANY NEWS 


Sedgwick edges 
ahead to £42.5m 
in first quarter 


By Patrick Cocfcbum 

SEDGWICK GROUP, the 
international insurance broker, 
recanted s small Increase, from 
£419m to £42£m, in pre-tax 
profits for the first quarter of 
1390 although insurance premi- - 
urns in the US remained 
depressed. 

Mr David Rowland, chair- 
man, said there was Still no 
sign of the long expected 
upturn in premium rates inter-' 
na tionally , “hi North America, 
market conditions are 
unchanged and premium rates 
in some classes nave co nt i nu ed 
to weaken." 

Discouraged by Sedgwick’s 
continuing pessimism on US 
property/casualty rates the 
market marked the group's 
shares down sharply to 250p, a 
faR of lSp. In 1989 half of Sedg- 
wick’s turn o v er and a quarter 
of its pre-tax profits were in 
the US. 

Mr Dick Page, chairman of 
Sedgwick James, the interna- 
tional retail broking division, 
said that in the US the propor- 
tion of the company’s income 
coming from tees as imposed to 
brokerage commission had 
increased from 38 per cent to 
43 per cent over the last year. 

Fee income has the advan< 
tage for Sed gwick of not fluctu- 
ating with premium rates as 
happens with commis sions 
which are a percentage of pre- 
miums. The disadvantage is 
that the company would be 
slower to benefit from any 
increase in rates. 

Speaking of longer-term 
trends in the US, Mr Page said 
that the number of captive 
insurance companies, through 
which companies insure them- 
selves, was still increasing 
because buyers were more 
sophisticated than five or ten 
years ago. 

The attitude of companies to 
the insurance market had 
nhan gRd- “"They don’t Hka to be 
in a market they don’t controL 
Cheapness has nothing to with 


it When prices are high they 
retreat to their captives. When . 
they are low they go to the 
t rrarket , Mr Page said." 

He confirmed that the price j 
of primary insurance was still 
declining, though not at the 
same rate as last year, adding 
that this was not surprising 
since insurance companies still 
had SLOObn (£60bn) in surplus 
to put into the market. 

In the UK and Europe Mr 
Rowland said there was 
encouraging revenue growth in 
retail business and particularly 
in the financial, services con- 
sultancy sector. 

Both revenues and underly- 
ing costs rose 5 per cent. Costs 
were expected to increase fur- 
ther after pay increases to 
Sedgwick’s UK staff later in 
the year. 

On HS Weavers, the under- 
writing agency owned by Lon- 
don United Investments, the 
shares of which were 
suspended at the end of March, 
Mr Rowland said Sedgwick was 
having no difficulty piaHng 
business, which previously 
went to Weavers, elsewhere. 

■ He was leas optimistic about 
the fixture erf Weavers, previ- 
ously the largest w rite r of US 
Hammy business in the Lon- 
don market Sedgwick and 
Marsh ft McLennan, the larg- 
est US broker, have been lead- 
ing rescue attempt s. 

According to Mr Peter Wil- 
son. rfifaf exec utiv e of tjtt, a 
draft report by TUHnghast, the 
consulting actuaries, showed 
that six Ltn subsidiaries need 
an extra £75m to £100m in 
reserves to meet fixture claims. 

In spite of suggestions- that 
the UK Insurance industry as a 
whole might move either to 
fescue Weavers or at least to 
protect policyholders, Sedg- 
wick ana Marsh ft Mri>im«n 
so far have little to show for 
their e ffo rts. 

Earnings per share were 
unchanged at 6.4p. 


Marley 
warns on 
profits 
growth 

By Andrew Taylor, 

Construction 

Correspondent 

MR GEORGE Russell, 
Ht n hu m n of Marley, the diver- 
sified bonding m aiwriu iii yon 

au tom otive components group, 
yesterday warned sharehold- 
ers not to expect farther prof- 
its growth until UK interest 
rates Wl. 

Group pre-tax profits last 
year ten by a fifth from 
£7U2m to £B6.2m. This was in 
spite of a 21 per cent increase 
in overseas profits from 
£UL9m to £24Jm. 


Taking a turn to the rights 

Vanessa Honlder looks at the difficulties of raising 
cash in the present climate of falling share prices 


I N THE stormy markets of 
1390, enthusiasm for rights 
issues has been at tew ebb. 
Low acceptance levels and fall- 
ing share prices have deterred 
many would-be fond raisers. 

Yet a recent spate of rights 
issues by small companies has 
shown it is possible to drum up 
institutional support, particu- 
larly when a change of direc- 
tion is promised under new 
management 

In the past fortnight, ter 


• Gasket, a lossmaking tex- 
tiles company called a £5 .3m 
issue to help reduce gearing 
and finatiftp acaujsrtions. This 
followed a change of manage- 
ment in January, after mem- 
bers of a consortium. Including 
York Trust, the USM-quoted 
financial services group. Joined 
the board! 

• Petrocon Group, an engi- 
neering concern restructured 
in February 1969 by a consor- 
tium ted by HUls down Invest- 
ment Trust, a development 
capital arm of BUlsdown. ft 
has launched a £&&n issue to 
fTntmra the acquisition of two 


m SI Group, the engineering 
company where the Abdullah 
brothers took control, made its 
first move towards its goal of 
twvwrring a construction and 
building materials group. Tbs 


George Rnssdk watting for a 
tell in interest rates 

Speaking yesterday at the 
group's annual meeting, Mr 
Russell said the health of the 
UK housing and commercial 
property sectors were criti- 
cally important to 
Marley. 

“ffe cannot e xpect to see 
growth in overall profits until 
the very Ugh level of interest 
rates in the UK eases and pro- 
vides some encouragement for 
new housing, refurbishment 

and rmwiramnlal Ti n fitting *’ lia 
mH. 

Marley’s overseas busi- 
nesses, however, were expec- 
ted to perform well and pro- 
vide a degree of balance 
against the d owntur n in the 
UK, be added. 


by a £2 .5m issue. 

• Ex-Lands, the Nigerian min- 
ing company turned Saatchi 
investment vehicle, has just 
announced a £&6m issue to 
fond a French leisure complex 
and other prefects. This follows 


the arrival in March of Gra- 
ham and Robert Bourne, who 
took control erf half the S a a t c hi 
brothers* 29.9 per cent 
stake. 

In all these cases, the key to 
success in raising money has. 
been the reputation of the 
Twgwapawnmt team, who have 
won their spurs in other com- 
panies. For example the 
Boone brothers consider they 
pan call on the support of insti- 
tutions who Tpada money from 
Local London, their 
USM-quoted property com- 
pany, which was sold to Priest 
Mariana when the property 
market was at its height. 

With or without new man- 
agement, debt reduction was 
the most common cause of 
rights in the first quar- 
ter tins year, accounting for 40 
per cent of the £1.6ba total, 
according to Beeson Gregory, 
the brokers. 

Nonetheless, given the rav- 
ages of high interest rates, 
there have been surprisingly 
few rights issues aimed at 
propping up battered balance 
sheets. Mr Mark Cusack of 
Hoare Govett said: “At this 
stage of the economic cycle 
you would expect more distress 
caDs. I am quite pteasantiy sur- 
prised by the resilience of the 
corp o ra te sector." 

In the view of Mr MUchal 
Teager, an analyst on smaller 
companies at Albert E Sharp, 
the paucity of rescue rights 
Issues is due to the unwilling- 
ness of institutions to Invest in 
ailing companies which may 
not yet have hit the bottom of 
their cycles. “Institutions are 


loathe to throw good money 
after bad," he said. 

At the other end of the scale, 
there are financially secure 
companies seeking funds In 
order to exploit acquisition or 
expansion opportunities. 

The oil sector is one such 
seeker of new capital. Earlier 
this mouth, Tullow Oil 
launched a I£5.85m issue to 
expand its exploration pro- 
gramme. Midland & Scottish, 
the best-performing share of 
1990 with a 15-fold increase in 
value, launched a £149 2m 
issue to buy the world's largest 
floating oil production facility. 
In April, Cairn Energy, an 
Edinburgh-based independent 
oil company, launched . a 
£13-7m issue to reduce its beg- 
rowings tend development 

Several cash-hungry compa- 
nies in less popular sectors 
have also entered the fray. For 
instance. Allied Leisure, a ten- 
pin bowling and nightclub 
group, proposed a £4. 12m issue 
to fund expansion. Another 
company bucking its sector 
tren d is Clinton Cards, a 
USM-quoted greetings cards 
company which is raising 

4m to fund further expan- 
sion erf its outlets. 

But evm if it is possible for 
companies of all descriptions 
to raise money on the stock- 
market, ills by no means easy. 
One symptom of difficult mar- 
ket conditions is that dis- 
counts, the differ ence between 
the offer price and the share 
price before the announcement 
of tiie issue, have been deep, 
with those In the first quarter 
averaging 20 per cent. 


ECC deal faces rough passage 


By Kenneth Gooding, Mining Correspondent 


Apollo surges 76% to £1.2m 


By Jane Fuller 

APOLLO METALS, the 
Birmingham-based processor 
and distributor of aluminium 
plate and bar, has emerged 
from the gloom surrounding 
snail companies to repart-a.76 
per cent rise to £U9m in pre- 
tax profit for the.six months to 
March 3L ' 

The shares gained 10p to 
dose at U3p yesterday, riving 
the company a market vsune of 
nearly £l3m, compared with 
£7J5m when it joined the USM 
in December 1988. 

Through continuing to 
reduce debt, which stood at 
£ 2 .5m after a management 
buy-out in 1385, interest pay- 
ments fen to smjooo (£106,000) 
In the first half. 

Mr Clive Orford, deputy 
managing director, said Apollo 
was benefiting from being 
involved in growth sectors. 


such as aerospace — which 
accounted for about a quarter 
of galea — and thwHmi equip- 
ment. 

Where it was in sectors with 
a more patchy, performance, 
such as defence and automo- 
tive, he. said it was supplying 
successful niches. 

Another reason for growth 
was the chang in g haM ts of cus- 
tomers. Their efforts to reduce 
stock and avoid the early 
machining stages, coupled 
with the mo ve to wards just-ip- 
time ma nufac ture, was gener- 
ating_ cus tom for processors 

High interest rates even 
acted as a catalyst to this anti 
stock holding trend, said Mr 
Orford. 

Mr Bob Teare, chairman, 
said profit margins had been 
improved by better capacity 


utilisation, partly through 
increasing exports to 8 per cent 
of sales, and by adding more 
value to each piece of metaL 

The company buys in high 

alj iHigfli, .iip BRlMTIa f -fit iy pTinlmg^ . 

alloys from she main suppliers 
in various parts of.tite world. 

Mr Teare said ' ApdDo would 
continue to grow organically, 
particularly through overseas 
sales and by increasing the 
level of processing. The com- 
pany would be most likely to 
seek a full listing when it 
wanted to use paper for a big 
acquisition. 

Turnover rose by 45 per cent 
to £l2.75m and earnings per 
share by 69 per cent to 6j6p. 
The interim dividend is raised 
50 per cent to lp. 

Directors and some of the 
110 employees own 40 per cent 
of the stock. . 


ECCs proposed $520m (£310m) 
strategic purchase of Georgia 
TtanUn of the US, announced 
last week, does not face a 
smooth passage according to 
the Engelhard Corporation, 
one of ECC’s main 
competitors in kaolin produc- 
tion. 

"ECC is going to have trou- 
ble, particularly from custom- 
ers in some sections of the 
market," predicted Mr Orin R 
Smith, president and chief 
executive of Engettiard, in Lon- 
don yesterday. 

However, Engelhard itself 
would not overtly oppose the 
proposed deal. "We won't be 
jumping on tables and 
shouting * gamut it", he said. 


Mr Smith pointed out that 
the US anti-trust authorities 
would mainly be concerned 
with the comments of custom- 
ers of the combined Georgia- 
ECC group. Other kaolin 
(china days) producers would 
simply be expected to provide 
the authorities with market 
statistics. 

According to UK analysts’ 
estimates, Georgia has about 
26 per cent of the US kaolin 
market,. Engelhard 25 per. cent 
«mri Reg America 9 per qhqE 
TCaniHn is used in a wide range 
of products but particularly in 
pi gnw n bi foe the papermaking 
industry. 

Mr Smith suggested that 
-ECC would have carefully 


thought through the anti-trust 
implications before getting 
involved in the auction for 
Georgia and would have some 
ideas about how to steer the 
deal through any examination 
by the US authorities. 

“To some extent it is a gam- 
ble for thpm — but it might 
come off", he said. 

ECC, formerly English China 
Clays, said the deal to buy 
Georgia from ABB Asea Brown 
Baveri - which acquired the 
business with Combustion 
Engineering of the US in 1988 
- would give It prime reserves 
and broaden the group’s prod- 
uct range and customer base, 
si gnific ant synergies should be 
achtevable^ it suggested. 


Second half recovery at Vivat 


VIVAT HOLDINGS, the jeans 
and casual wear company, yes- 
terday unveiled a much-im- 
proved performance in the seo- 
and half of 1989. 

The group - heavily restruc- 
tured over the last couple of 
years - achieved operating 
profits of £22m, against losses 
of £UUlm In 1988 _to confirm 
forecasts made by Mr Michael 
Cooper, chairman, at the thn« 
of the interim statement last 
October. 

Increased Interest charges, 


however, resulted in a pretax 
deficit of £l.l5m. hi the previ- 
ous year, the group incurred 
losses of £12jB8m at this level, 
£10.71m of which were attribut- 
able to discontinued 
activities. 

Mr Cooper said all divisions 
were trading satisfactorily and 
that the group should show a 
profit in the current year. He 
anticipated further growth in 
continental Europe where 
Vivat was already weH-estab- 
Jished and also saw eastern 


BAe 9 s stake in SD-Scicon causes growing concern 


By Alan Cane 

SENIOR EXECUTIVES of 
SD-Scicon said yesterday that 
continuing uncertainty over 
the Ukdy fate of the 25 per 
cent shareholding in the UK 
computing services company 
held by British Aerospace was 
beginning to hurt Its commer- 
cial prospects. 

They pointed to the termina- 
tion last week erf talks between 
SD-Scicon and Sllgos, the 
French software house, which 
had been expected to lead to 
wtmah M collaboration within 
Europe, and to the 
decision of a West German cus- 
tomer to delay placing a signif- 
icant contract with the com- 
pany. 

Mr Philip Swinstead, chair- 
man, “We are losing busi- 
ness. BAe’s indecision is 


Huntingdon 
rises 28% 
to £6.83m 

HUNTINGDON International 
Holdings, which specialises in 
life sciences and engineering 
services, reported taxable prof- 
its 28 per cent higher in the 
half-year to March SL 

Profits rose from £&34m to 
£693m, on turnover ahead 

from £34.45m to £45-85m. 

The pro spects for the second 
half were good and progress in 
the life sd e ncea segment was 
expected to continue, directors 
said. 

Progress in the engineering 
side continued to grow faster 
than life sciences but the 
exceptionally good results in 
the fourth quarter of last year 
presented a challenging target 
for the second half, they said. 

Tax came to £1.44m 
0334,000) resulting in earnings 
of 61p (50p) per 5p share. The 
interim dividend is lifted (Up 
to 08p. 


starting to hurt the company.” 

The SD board feared that the 
stake might be sold to an 
unwelcome buyer who might 
want to break the company up 
or merge it with its own 
operations. 

Among the computing ser- 
vices companies known to 
have been talking to BAe 
recently are Cap-Gemmi-Sogetl 
of France, Europe’s largest 
software and services com- 
pany, and the Anglo-French 
Sema Group. Neither is 
thought to be acceptable as a 
shareholder to SD’s manage- 


In a statement to the SD-Sd- 
can annual meeting, held yes- 
terday, Mr Swinstead reiter- 
ated that his board would 
prefer the BAe holding to be 


Directors also said that dis- 
cussions with Bharahnliiarw of 
Southwestern Laboratories Inc 
regarding tho possible acquisi- 
tion of that company were can- 
tinning. 

Property sale helps 
Jermyn to £1.69m 

Jermyn Investment, a property 
and shares investor, 
announced a surge from 
£310,000 to £L.69m in pre-tax 
profits for 1969. Included was 
an exceptional profit from the 
sale of Landseer House in 
Leicester Square, London. 

Earnings per share advanced 
to 50.68P (HL67p) and the divt 
dead ks the year Is stepped up 
to3p(?^>). 

Mr Gerald Newton, chair- 
man, said the group was 
soundly based. Following the 
recent issue of convertible pref- 
erence shares to Drayton Con- 
solidated TYust, its capital base 
had expanded by £3m and all 
borrowings had been repaid 
except those related to con- 
struction finance ou current 
projects. 


placed with a package of inves- 
tors, p reser ving the company 
as the UK’s largest indepen- 
dent software house. - 

He said: "The board and 
company management would 
vigorously oppose any attempt 
to acquire a controlling share- 
holding in the company unless 
on premium-terms to all share- 
holders which recognised the 
strategic value of SD-Scicon’s 
underlying business while 
maintaining the company’s 
independent development." 

Following a two-year period 
of grace during which BAe 
undertook neither to buy nor 
sell SD-Sdcon shares, the aero- 
space giant has been now been 
free to dispose of its stake for 
over a month but ha» matte no 
move. 


ft is believed the delay is the 
result of a disagreement over, 
policy within BAe’s senior 
management Some managers 
believe SD-Sdcon should be 
sold outright while others 
believe BAe should retain an 
interest because of the value of 
SD’s teams erf software special- 
ists. 

There is already a serious 
shortage of skilled software 
staff in the UK that is certain 
to get worse in the next few 


What is dear is that BAe has 
no Intention of maintaining its 
minority stake in the company. 
The most likely outcome is a 
win within thw wort few weeks 
to the bidder. 

The delay Is also thought to 
be partly a wish to see the 


NEWS DIGEST 


Associated Fanners 
ahead at year-end 

Associated Farmers, a Third 
Market-quoted arable farmer 
based in Norfolk, increased 
turnover by £1004)00 to £437,000 
and profits by Ervmo to £47,000 
pre-tax for the year to end-No- 
vember 1989. 

•Earnings emerged at L61p 
(L38p) and net asset value per 
share at the year-end 

amounted to 80.7p (7<L96p). 

Richards slips 
3 % to £1.7m 

Richards, a manufacturer of 
textile yarns, tufted carpets 
and knitted garments, slipped 
by 3 per cent to 2L7m pretax 
for the half year ended March 
3L Turnover declined from 
£3&4Sm to £37.47m. 

An extraordinary profit of 
£LlGm represented the surplus 
arising on the sale of the 
Spence Bryson head office 
building: The interim dividend 
is lifted to LG7p (Ip) from earn- 
ings of 5.07p (5.4p) per lOp 
share. 


Canadian offshoot 
hits Mining Supplies 

Problems with a recently -ac- 
quired Canadian subsidiary 
contributed to a 58 per cent fall 
in interim taxable profits at 
Mining & Allied SuPcUes. 

The West Midlands-based 

engineer engineering sup- 
plies distributor also blamed 
high interest rates and the 
change In the year end which 
brought two low performing 
months into tide year’s Interim 
results. 

Bearing Supply (Canada), 
purchased in May last year, 
reported a pretax loss of 
£2ZMX)0 (£19,000 profit) leaving 
the taxable result for the six 
months to March 31 at £167,000, 
against £396,000 for the six 
m pnthw to June 30 1989. 

Mr Dan Slabbert, chairman, 
said that Bearing was cm the 
verge . of financial collapse 
when it was acquired. 

TTte company had since been 
reorganised with the dosura of 
its office and the depar- 
ture of a number of staff. The 


price GBC/Stamena achieves 
for the sale of Hoskyns, the UK 
software house it acquired last 
y ear as part of the Plessey. 
takeover. 

Analysts are suggesting a 
price for SD of between 125p- 
lSOp. The shares dosed l%p 
higher yesterday at 83p. 

SD made pretax profits of 
£72m in 1989 on sales of rasfrn 
after recording a £lm loss at 
the halfway mark. 

Mr Swinstead, who han had a 
“defen c e committee" working 
on the shareholding issue for 
six months, yesterday said he 
would ideally like a period of 
grace to demonstrate that the 
company was financially back 
on track and to put together a 
package of acceptable share- 
holders to take the BAe stake. 


cos ts of £ 478,000 were taken as 
an extraordinary charge, leav- 
ing a loss for the period of 
£430^)00 (£228j000 profit). 

Turnover fra- the period was 
£UL62m ($&97mx Earnings per 
share were G.l4p «L8p). 


Cresta to sell design 

arm to management 

'Create Holdings has agreed to 
sell Northern Couununkatiotts 
Group, its public relations, 
print and d es ign subsidiary, to 
m anagemen t for up to Elm 
cash. 

The sale means Cresta has 
neM-ly completed the pro- 
gramme of disposals aimed at 
focusing the Isle of Man-based 
company on Its core nursing 
and retirement home 
operations. The group still 
intends to sell Create PubHsh- 


Enrope as an expanding mar- 
ket for the group s products. 

Group turnover declined 12 
per cent to £m51m (£123.74m). 
The loss per share emerged at 
2£p. reduced from 30p in the 
previous-year, but the directors 
are taking a conservative view 
on the resumption of divi- 
- derate, last paid fra 1987. 

■ "We do not believe it would 
be appropriate to consider the 
payment of a dividend before 
being aide to report a profit" 
Mr Cooper stated. 


ADT raises 
Its interest 
in Christies 

By Andrew Hill 

. A PT, tiie vehicle auction and 
seoirity group, has increased its 
stake In CSnisties Twtpma te t Mi , 
-the auction house, to 17.6 per 
cent of tiie total equ^y - or 19.61 
per cart of tiie ottey shares. 

ADT, headed by Mr Mfchral 
Ashcroft, announced it had 
bought L37m shares through 
ADT Retirement I n te r na tional 
Fond. At yesterday'll unchanged 
losing price of 331p, the whale 

ADT stake is wrath just over 

A mouth ago, ADT appeared to 
rote out an immediate Wd for 
Christies, when it saU It hal mo 
fnteutktf* Of wwHnp an 
offer unless a competitive situa- 
tion arose. 


agement fra an initial £805,000 
paid in' two instalments — 
£550,000. on- completion and 
KWW0 in June 199L A further 
£400,000 could be pate depend- 
ing on certain cri ter ia. 

■i , 9 res y ,P liability to pay a 
ueftit twd £1 Am under the origi- 
nal acquisition terms tea hwm 
cancelled. 

Last month Cresta agreed to 
Associated Trust Com- 
pany. Us trust and administra- 
tion subsidiary, for £aD5m plus 
repaymen t of £450,000 in inter- 
company loans and interest. 


English and Inti 
Trust assets fall 

5* valou per ordinary 
of the English and Inter- 
jatfonal Trust declined from 
JJJ-65P to VSB.ip over the year 
Aprils 1990. 

***** 


The group yesterday said it 
had agreed to sell NCG to man- 


arp) total. 
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COMMODITIES AND AGRICULTURE 


Australia’s MIM 
starts up big 

mine 



By Kevin Brown. In Mount Isa, Queensland 


MIM HOLDINGS, the 
Australian Coal land Metals 
Group, yesterday' brought Its 
long delayed Hfitqa mine into 
fun production, 43 years after 
exploratory driving work 


.over the 
[The mine 
reserves of 


has a 
the Por- 

N ew 

group has 


Hfltou is expected to prodace 

600.000 tonnes of lead/sil- 
ver/ztoc are this year, rising to 
Lfim tonnes a yeaf — " 
next three years. 

alfin has T fliprgtnal 

copper. • 

Hilton is one of hie biggest 
mines to be opened in the last 
decade and one of three major 
new mines in whk i mtm has 
an interest. The. (there are 
Cominco's Bed Dog eady silver/ 
sine mine in Alaska, which 
began operations at the end of 
last year, in which 
10 per cent stake; 
gera gold mlTw in 
Guinea, in which ' 
a stake of 30 per 

The Hilton mine wiH extend 
the Hfe of tead/silver/zmc pro- 
duction at the Mount Isa com- 
plex, which would otierwise 
begin to run down early in the 
next century. Combined pro- 
duction from the two nines Is 
expected to reach 210,000 
tonnes of lead and' 250,000 
♦mi new of zinc per year within 
the next five years, cunpaxed 
with 150,000 t onnes of lead and 

170.000 tonnes of zinc torn the 
Mount Isa, mine alouei last 
year. Silver produede a is 
expected to remain stea y at 
around 450,000 kg a yea. 

The group also j dw yifjod 
deep reserves of at leas/ 30m 
tonnes of copper ore at 
Isa, beneath the 
zinc/silver ore bodies.] 


reserves are expected to be 
mined In the mid-1990s. 

The.. Mount Isa complex 
accounted for more than 60 per 

cent of -MIM revenue of 
ASlAbh last year, and the 
development of the Hilton 
mine is regarded as vital to the 
long term future of the group. 
However, MIM has built up 
substantial Investments in 
resource-related companies 
outside .Australia, including 
24.5 per cent of Asarco, the US 
totals produce, and 3 per cent 
ofMetaflgesellschnft, the West 
German metals group. MIM 
has also expanded its down- 
stream activities by acquiring 
50 per cent of the Ruhr-Zink 
zinc refinery and 3&8 per cent 
of the Bhefnzixifc ^ products 
group in West Germany. 

Sr Bruce Watson, chairman 

rif MTM HnlrHwg g | fpiid the BH- 

ton mine and the deep copper 
reserves represented the start 
ctfa new generation afore bod- 
ies at Mrurmt 1 Jga pYmplw 

which was discovered in 1923. 
Mineral bearing ore was found 
at the Hilton site, 20 km north 
of Mount Isa, in .1947, but 
development was delayed sev- 
eral rimoa by technical difficul- 
ties and. price falls which made 
production uneconomic. 

Sir Bruce said the develop- 
mmt of the TRUhnn mim> dem- 
onstrated the group’s confi- 
dence in the future of zinc and 
lead production. The mine is 
part of an increase in Austra- 
lian production of zinc which 
will make Australia the 
world’s leading one producer 
within the next two years, 
ahead of Canada. 


Peru strike almost total 


By Sally Bowen in 


ALMOST ALL the 13,000 
workers at Centromin Peru’s 
state mining group, ha< yester- 
day joined the strike which 
started on Monday. • 
Centroznin’s mail and 
Peru’s fourth largest copper 
mine, Cobriza, was she down 
on Monday, along wth the 
Tnine9 of Cerro de P asp, Casa- 
palca and Mahr TunjeL The 
fcaOnoya smelter was pSs o iefie. 
Morococfaa’s thousanepniners, 
and all workers at thmagrico-. 
cha mine and concenrator, as 
well as those at thes ma l ie st 
installation, Andafchagua. 
who had reported foiwork on 
Monday, joined the srika yes- 
terday. | 

Centromin, the fountry’s 
biggest zinc, lead fid silver 
producer, accounts pr over a 


third of gfrnc and lead output, 
producing in 1989 some 217,000 
tonnes of zinc from a national 
total of 597,000 tonnes and 
T2JOOO of Peru’s 132,000 tonnes 
of lead output. Centromin is 
also the country’s leading sil- 
ver producer, with 385,000 kflos 
last year (about 20 percent of 
all Peru's sQver) but accounts 
for only. about 10 per cent of 
-Peru’* copper.---" — - — -• 
A Centromin official could; 
not comment on "the likely' 
length of the strike. The com- 
pany had been led to believe 
union leaders would accept the 
third quarter inflation-adjusted 
pay levels on offer, he said. 
The main problem was the gov- 
• emment-imposed limit on 
wage rises. There was ho 
immediate prospect of talks. 


China’s dairy shake-up has a long way yet to go 

A special correspondent in Peking looks at efforts to tackle the many problems of the sector 


A FTER A shaky period 
last year when farmers 
were wiling their cows 
because they couldn’t afford to 
foed them, prospects for Chi- 
na’s dairy industry have begun 
to Improve, according to west- 
ern dairy experts. 

“Farmers now have more 
access to grain, the number of 
cattle is stabilising; and ™ny 
production is advancing,'' nnw 
western observer said, “the 
backlash that started in the 
last part of 1988 and continued 
in 1989 has now stopped." 

Satisfying formers ami con- 
sumers has become a top prior- 
ity and since last year Peking 
has renewed its emphasis upon 
the importance of developing 
agriculture. Although the Cen- 
tral Government has raised the 
price at which it purchases 
milk from the formers the 
retail price has been increased 
only marginal and remains 
low. 

The provincial g n y u mwiMit^ 
have now agreed that in 
exchange for delivery of a spec- 
ified quantity of milk , formers 
can now buy feed for their 
cows at subsidised state prices. 
.Last year, formers were forced 
to buy feed at free market 
prices after subsidies were can- 
celled in 1988. This move hit 
particularly hard in the nor- 
theastern province of Heilo- 
ngjiang, where a quarter of the 
country's liquid and powdered 
milk Is produced, and In the 
southern coastal province of 
Zhejiang, according to western 
observers. Same of the formers 


sold their cows as meat 

Through the 1980s, prices for 
feed tripled, while the retail 
price for liquid milk rose 60 per 
cent, one dairy expert said. 

In spite of this years's 
increase hi the retail mice, it 
still does not reflect the true 
production cost Althoug h con- 
sumer milk prices in Felting 
are higher and farmers now 
get a good price for their milk, 
the dairy processing plants are 
caught in fow middle- The Gov- 

‘The financial 
situation for dairy 
plants in China is 
almost hopeless 9 

eminent is determined to keep 
the retail juice relatively low 
with the dairy plant forced to 
absorb the actual cost 

"The financial situation for 
dairy plants in China Is almost 
hopeless,” said one western 
dairy expert “With higher 
prices for the formers and low 
prices for consumers, the Gov- 
ernment is interested in mak- 
ing large erouDS satisfied.” 

The pricing system has also 
directly affected the quality of 
milk available to consumers. 
Payments to formers are not 
determined by the freshness or 
hygiene standard of the milk, 
unlike Europe, where a low 
bacteria count in ™nv r»»m« 
farmers a higher price. In 
China, the bacteria count in 
some places is four times what 


is acceptable in Europe, one 
western expert said. “Whether 
the milk is two days old or half 
water or fresh, the price is the 
same," one western observer 
said. 

The retail milk price is set 
by the state and the dairies, 
which are subsidised by munic- 
ipalities, are unwilling to pay 
more to formers who produce 
better quality milk , because 
this reduces their profits and 
they cannot pass on the extra 
cost to the consumer. 

The dairy industry suf- 
fers from ignorance and poor 
hygiene. 

While the industry is better 
developed in the north than in 
the south, where the weather 
Is too hot for dairying to 
thrive, experts say many £arm- 
ers lack basic knowledge about 
how to care for cattle and 
increase milk production. 

Although hygiene is improv- 
ing in the more sophisticated 
dairies in Heilongjiang, Peking, 
and Shanghai, it remains well 
below acceptable standards in 
more remote areas. One west- 
ern. expert who visited a dairy 
in the western province of Xin- 
jiang said there were so many 
points of contamination after 
pariyuniwtinn that he did not 
want to drink it 

The dairy iw i nu fT y 

also suffers from inefficiency. 
The country has nearly 3m 
injuring cows, compared with 
about 800,000 in Denmark, but 
the yield from Danish cows is 
for greater. The quality of the 
feed Chinese cows receive is 


poor and those that stand out- 
side in the winter produce lit- 
tle milk, observers say. 

The industry also faces prob- 
lems with the widespread, 
unregulated use of antibiotics 
by dairy formers. Although in 
Peking, where a lot of mink is 
sold to foreigners, the amount 
of antibiotics given to cows is 
controlled, monitoring else- 
where in the country is erratic, 
and the tough restrictions gov- 
erning antibiotic use in the 
European dairy industry do 
sot exist in China. 

Although effective in the 
treatment of disease in cat- 
tle, antibiotics can have a 
harmful effect on milk and pro- 
duce side-effects in those who 
drink it Antibiotics also make 
it impossible to add the bac- 
teria to milk that enable 
yoghurt to be produced. 

But formers here must often 
sell the milk out of financial 
necessity regardle s s of whether 
antibiotics have been given to 
their cows. 

All of these problems are 
compounded by the conflicts 
that exist between the Ministry 
of Agriculture, which owns the 
state farms, and the Ministry 
of Light Industry, which owns 
the dairies. In Heilongjiang, 
where there is competition 
between the two ministries, 
many issues involving the 
dairy industry remain unre- 
solved. For example, students 
from one ministry have faced 
difficulties attending a dairy 
training centre operated by the 
other. 


In an effort to help the Chi- 
nese cope with growing 
demand for milk and milk 
products, a number of foreign 
aid programmes are under 
way. Most of them are funded 
by Scandinavian countries, but 
one of the most visible is a 
project run by the European 
Community. It was originally 
begun in 1984 as a ON world 
food aid programme involving 
the delivery of milk powder 
and butter oil to six Chinese 

‘The biggest 
problem is to get a 
better quality of 
milk 9 

cities. Since the EC has taken 
it over it has been expanded to 
include an additional 14 cities. 

The commodities provided to 
the Chinese are converted into 
milk, which is then sold for the 
same price as locally-produced 
milk. Revenue earned from 
this milk Is then used to 
develop the dairy industry. 

Although milk consumption 
is rising in China, it is stai low 
by European standards. Avail- 
ability averages about two lit- 
res of milk per bead per year, 
compared with 300 litres in 
northern Europe, a western 
observer estimated. Much milk 
is consumed on the spot, how- 
ever, before it even reaches the 
dairy. 

Demand for liquid milk is 
also rising, as refrigerators 


become more common. Never- 
theless, of milk reaching the 
dairy plants two-thirds is pro- 
cessed into milk powder, which 
is Mgta* to transport and store. 

Demand for other dairy prod- 
ucts is also growing. Ice cream 
is extremely popular with the 
Chinese, and is profitable prod- 
uct. Some dairies make it in an 
effort to recoup some of the 
losses they incur through milk 
production. And unlike in 
Europe, where ice cream sells 
better in the summer, sales 
boom in the winter because 
storage and distribution are 
easier. 

In addition, yoghurt and 
yoghurt drinks are becoming 
more popular, as is cheese. 
While cheese is considered 
“rotten milk " by many Chi- 
nese, traders say Tibetans and 
those living in the Muslim part 
of western China, in Xinjiang 
and Ningxia have expressed 
interest In cheese-making 
equipment. 

One observer said yak 
cheese was very good and had 
a long shelf-life. 

Despite the increasing 
demand for milk and other 
dairy products, one western 
observer said the industry was 
unlikely to be able to meet con- 
sumers’ needs the near future. 

“The biggest problem is to 
get a better quality of milk, but 
the price structure doesn’t 
allow for the formers or dairies 
to improve investment for milk 
collecting," one western expert 
said. “The system will take 
quite a few years to change.” 


East German farmers 
may be put out to grass 


By Leslie Colllt in East Berlin 


EAST GERMANY, which is 
bracing itself for widespread 
industrial and white collar 

iwifi^ Tiplo yTTM^nt ^ may 

ally lose half of its 800,000 col- 
lective farmers over the next 
six years, Mr Peter Pollack, the 
Agriculture Minister, esti- 
mates. 

Agricultural workers, as 
formers were referred to in the 
4,500 oversized collective 
forms, will lose their jobs as a 
result of rationalisation under 
competitive European Commu- 
nity ramditiona. A fifth of col- 
lective forms will foil outright, 
Mr Pdlack forecasts, and 50 per 
cent will only survive with 
adequate g o vernment support 
while undergoing st ru ctur al 
changes. The remafrnng collec- 
tives would adjust to the mar- 
ket economy -without- undue 
problems. - 

. The huge East German farta 
cooperatives are virtually cer- 
tain to remain, be said, and 
only 5per cent of formers were 
expected to remove the land 
they had been forced to con- 
tribute to the co-operative 
forms and return to indepen- 
dent forming. East German 
farmers have grown accus- 


tomed to virtually guaranteed 
incomes of nearly 12,000 marks 
a year, additional payment in 

kind and three weeks annual 

paid holidays. 

Although production of 
meat, eggs, milk and potatoes 
was at a high level with huge 
stocks, consumer supplies, 
especially of meat, ware unsa- 
tisfactory. Slaughterhouses are 
to be encouraged to sell meat 
directly to consumers while 
exports of pork and beef sue to 
he doubled. Sales of West Ger- 
man agricultural produce in 
East Germany are to be limited 
by recently introduced import 
licences. 

Mr Pollack said East German 
agriculture needed state aid in 
the transition period to the EC- 
East Berlin recently estimated 
this would cost DM 7hn a year. 
Mr Ignaz Klechle, the West 
German. Agricultural Minister, 
said 'East German agriculture 
could compete on equal terms 
with West German farms 
within two years. In the mean- 
time, however, sales of West 
German form produce in the 
East would have to be limited 
to protect the collective forms 
from annihilation. 


Partner polls 
ont of Guyana 
gold venture 

By Canute James in 

Kingston, Jamaica 

DISAGREEMENTS over the 
commercial feasibility of a gold 
mining project in Guyana have 
resulted in Placer Dome of 
Canada withdrawing from a 
joint venture with Golden Star 
Resources, another Canadian 
company. 

Both companies had invested 
C$15m (£7 .5m) since starting 
the project at Omai in 
Guyana’s hinterland fo 1987. 

Representatives of Placer 
Dome say that a study done by 
the company indicated that at 
the current market price for 
gold the project could not be 
cost efficient. 

Officials at Golden Star have 
said, however, that Placer 
Dome’s woHmatea of the costs 
for PwtaTiHflhtog the mine and 
infrastructure were too high, 
and that the estimated 2.6m 
ounces of gold at Omai were 
contained in a much wnmiter 
empamt of ore was being 
suggested by Placer Dome. 

Placer Dome is being 
replaced as Golden Star's 
partner by Fluor Daniel 
Wright, another Canadian com- 
pany. 


NZ plea to US on cheap butter sales 

By Dal Hayward in Wellington 


NEW ZEALAND dairy 
industry leaders are going to 
Washington to try to persuade 
DS politicians not to allow fur- 
ther sales of cheap butter to 
the Soviet Union. To do so, 
says the NZ Dairy Board, will 
makn the world batter market 
even more unstable than tt is 
now. 

The world butter price has 
fallen during the past year 
from US$2JK)0 a tonne to $1,400 
a tonne - only just above the 
minimum price of 3L350 fixed 
in the General Agreement on 
Tariffs and Tirade. 

The Board says the EC deci- 
sion to Increase export subsi- 
dies on butter was a major foo- 


ter in the price felL 

Despite the low returns over 
the past month New Zealand 
has sold all but 8^)00 tonnes of 
the 278,000 tonnes it wifi pro- 
duce this season. The country's 
dairy herds are now drying off 
for the winter and sales of 
most of the remaining stock 
are expected to be completed 
before the end of the season in 
July. 

The heavy drop in price over 
the last Six winnthB has hit the 
industry and New Zealand 
dairy former as the world aver- 
age price of around NZ$5.20 a 
kilogram (£1.75) for butter-fot 
and protein is well below the 
NZ$8 a kilogram that the board 


had predicted and farmers 
were expecting. 

New Zealand has sold 70,000 
tonnes of butter to the Soviet 
Union this season. The last 
three shipments, worth 
NZ$25m, were paid for earlier 
this month, despite Soviet 
problems finding foreign 
exchange for import payments, 
which has caused problems for 
shippers of New Zealand wooL 

This season NZ's butter 
quota for the UK is 61,335 
tonnes down from 64,500 
tonnes last season. 

Butter is the major problem 
for the dairy industry. Sales of 
all other dairy products have 
been good. 


MINOR METALS PRICES 


Prices from Metal Bulletin (test., 
wee k’s in .brackets).' 

ANTIMONY: European free 
market 99.6 per cent, $ per 
tonne, in warehouse, 1,710-1,760 
0,725-1 ,780). 

BISMUTH: European free 
market, min. 99.99 per cent; $ 
per lb, tonne lots in warehouse, 
3.65-4.10 (3.75420). 

CADMIUM: European free 
market, min. 99.5 per cent, $ 
per lb, in warehouse, 8A0410 


(4.00420). 

COBALT: European -free 
market, 99.5 per cent, $ per lb, 
in warehouse, 7.90-8.15 (8.00- 
830). 

MERCURY: European free 
market, min. 9929 per cent, $ 
per 76 lb flask, in warehouse, 
215-230 (same). 

MOLYBDENUM: European 
free market, drummed molyb- 
dic oxide, $ per lb Mo, in ware- 
house, 3.05-3.10 (same). 


SELENIUM: European free 
market, min 99.5 per cent, $ per 
lb , in w areho use. 5.50800. 

TUNGSTEN ORE: European 
free market, standard min. 65 
per cent, $ per tonne unit (10 
kg) WO. dt 40-60 (same). 

VANADIUM: European free 
market, min. 98 per cent, $ a lb 
VO. df, 3.85-4.05 (3-954.15). 

URANIUM: Nuexco 

exchange value, $ per lb, UO, 

9.00 (same). 


WORLD COMMODITIES PRICES 


market report 


BASE metal pri 
across the board 
warehouse 
aluminium and ni< 
sharp increases 
stocks increased 
which was at the 
trade expactal 
some Jlqukjatfi 
Aluminium 
tonnes to a 16- 
144,400 tonnes 
traders’ 
Internationa] Pi 
Institute pr< 
first quarter 
tonnes to 3.1fii 


Inclined 
most LME 
copper, 
showed 
week. Copper 
5,650 tonnes, 
igfr end of soma 
and prompted 
positions, 
rose by 6.525 
high of 
Just above 
ions. News that 
ary Aluminium 
stocks for the 
down 38,000 
tonnes, however. 


had a stabilisWg effect on prices. 
LME nickel stfcks rose by 3,300 
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tonnes to the highest level since 
December, prompting a wave of 
selling in the morning. However, 
prices rallied in kerb trading on 
short covering. The market has 
this week moved into contango 
(discount for cash metal) for the 
first time tor about 2*2 years. The 
free, market price tor rhodium 
continued to rise, reaching a 
record high of $2,400 a troy ounce. 
Many big Japanese consumers 
had until recently been postponing 
purchases in the hope of lower 
prices, traders said. London cocoa 
prices edged ahead, but profit 
taking and chart selling above 
£900 kept It from breaking higher. 

Compiled froni Reuters 
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(Maw supplied by Amalgamated Metal Trmflng] CRUDE OC. (Light) 42,000 US s*H* */barrel 


Turnover 11554 (12781) lota ol 10 tomes 
ICCO Indicator prices (SORe par tonne). OaAy 
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680 

643 

660 636 

NOV 

673 

658 

672 850 

Jan 

687 

673 

688 870 

Mar 

696 

688 

881 884 

May 

710 

704 

703 700 



- Load 

aw POX 

(Spar tonne) 

flew 

Ctoee 

Prevtou* 

Mgh/low 

Aug 

327.40 

383.00 

3384)0 324.80 

Oat 

32440 

331.00 

33240 32340 

Dac 

32480 


320.00 

Mar 

30440 

3144)0 

3134)0 307.20 

Aug 

30740 

3114)0 

31040 30800 

White 

Ctose 

Previous 

Hlgh/Low 

Aug 

-4S40 

44&S 

4480 4374) 

Oct 

4018 

405.5 

404.5 401-2 

Mar 

3B4J 


391X5 (HR M 1 - 


turnover 4180 (5675) lots ot 6 tonnes 
ICO indicator prices (US cants per pound) for 
May 14: Camp, daily 70X4 (71.17). IB day aver 
age 72X8 (73X2) 

ant Phnne 

Close Previous Hlgh/Low 



Ctoee 

Previous 

Hlgh/Low 

AM Official 

Kerb dose Open Interest 


•87% purity (5 P«r tonne) 



Ring turnover 13.500 tonne 

Cash 

3 months 

1027-30 

1351-3 

1539-41 

T6WM 

1520/1553 

1638-7 

16092 

TS88-6 44405 lots 

Copper, Grade A (E per tonne) 



King turnover 56,750 tonne 

Cash 

8 months 

1363-5 

149S« 

16484 

1622-3 

1620/1585 

1508/1492 

1808-10 

15015&5 

1305-8 81,373 tots 

Lead (C par tome} 




Ring turnover 6.775 tonne 

Cash 

3 months 

430-91 

48M 

496-7 

491-1.5 

493/488 

490-1 

480-1 

4802 10050 lots 

Metal (S per tonne) 




Bing turnover 1,710 tonne 

Cash 

3 months 

8330-400 

8375-400 

8375-428 

8425-80 

8350/8330 

0460*125 

8300-5 

8350-400 

8450600 7.678 tats 

Tin (9 por tonne) 




Ring turnover 328 tonne 

Cash 

3 months 

6470-80 

6575-80 

8510-20 

861520 

6480/8440 

65901*9680 

644060 

6550-70 

6590800 6377 lots 

Zinc, Special Mgh Chads (S per tonne) 



Ring turnover 14,525 tonne 

Cash 

3 months 

1765-70 

1700-2 

18124 

1727-8 


1790-3 

1714-5 

18,389 tots 

MME dosing C/S rater 

SPOT: 1.8775 

3 months: 1.8500 

8 months: 15230 9 months: 1.6002 


Chicago 


Latest Previous Hlgh/Low 


Qo4d (lino ox) 5 price 


E equivalent 


New York 


turnover: Raw3B09 (27B1)4ots at SO tonnes. 
White 1148 (333) 

Paris- White (FFr par tonne): Aug 242S. Oct2228, 
Deo 2100. Mar 2162. May 2180 


Nov 

Apr 


128.0 122* 

T84J5 175.9 


1244 

184-5 177 J) 


Turnover 241 (157) lea at 40 toanee. 


CRUM 

00-0 

■ 

S/benal 


ClMf 

Previous Hlgh/Low 

Jut 

18.06 

18.06 

18.13 17.91 

Aug 

16.11 

18-12 

18.15 17.SB 

Sap.. 

18.19 


1tL21 18.11 

8% Mm 17.97 

17.71 


Turnover: 7840 (9347) 

I 

1 

j 

i 


ttonne 


Ctoee 

Previous 

Hlgh/Low 

Jiff 

154.25 

16430 

1S&00 153X0 

Jul 

154J30 

154.00 

154.75 15550 

Aug 


18800 

106X0 18325 

Soft- 

137.75 

1S8XO 

15X25 157-50 

Oct 

19050 

moo 

tmSO 180.00 

Nov' . 

HPJS 

162.00 

K3L2S 162J» 

Dee 

164JJ0 

leaso 

16125 moo 

Jan 

T83L2S 

mso 

163.75 182.76 

Feb 

181 JO 


161 JO 


turnover 3811 (3763) tots al U0 tonnes 


May/ June a and f Dundee BTC ISOS. BWC 
SSBQ. BID SS35. BWDSSflO; c and I Antwerp 
BTC $850, BWC S580. BTD SK5, BWD *515. 


COTTON 

U— rpoet-Spot end shipment —las tor the ■ 
weak ended May 11 amounted to 431 tomes 
agetast SS3 nmee in toe prmtoue week. 
Trading WM ol a taWy high ipjsntity with 
various countriee Involved in eelea 
including Israeli. Won African end Mexican. 


soruuww 

il - m 

C/tomte 


Ctose 

Previous 

Hlgh/Low 


122X0 


122X0 

Oet 

123X0 

134X0 

124X0 123X0 

Turnover 102 (45) tote ot 20 tonnes. 

ffiMIH 

minims- are 

[ flOflndeoc point 


Ctoee 

Previous 

High/Law 

May 

1298 

1298 

1300 


1224 

1203 

122S 1214 

Jul 

1122 

1110 

1126 1110 

Oat 

1997 

1208 

1224 1210 

Jan 

1238 


1248 1240 

Apr 

1265 


1250 

BH 

1305 

1305 

1305 

Turnover 432 (68) 

CRAM 

1- 9F8 


E/tonne 

Wheat 

Ctoee 

Previous 

HtgMM 

May 

1212s 

120X9 

121x0 121X5 

Jun 

12220 

121X5 

122X0 122.15 

Sep 

114.40 

114.70 

11440 114X0 

Mow 

117X5 

117.75 

117X5 117X0 

Jan 

120.76 


120.75 

Mar 

12620 

124X0 

123X0 123.75 

May 

128X5 

126X5 

126XS 128X5 

Barley 

Ctoee 

Previous 

Hlgh/Low. . 


11225 

112X5 

112X5 

Mow 

118.10 

116X0 

118.10 115X0 


Ctose 387 tj -368 218**~2191| 

Opening 367 >3 -363 218*2-219 

Morning fta 387.40 217.848 

Attsmoon fix 387.75 218223 

Day's high 388^-368% 

Days low 38512-368 


GOLD 100 hey ok.; SAroy ox. 


t price 


E equivalent 


375-360 

375-380 


MapMeel 
Britannia 
USI 
Angel 
Krugerrand 307-870 
New Sow. 86 * 2-8812 
Old Sov. 88 * 2 - 88*2 
NoMe Plat 


224-227 

224-227 

234-227 

234-227 

2T9-22T 

51*2-43 

51*2-83 

288.75-294.35 


p/llnei 


US ate equhr 


TWnover: Wheat 308 (247). Barley 29 (32). 
Turnover tote M U0 tonne*. 

— (Caah Sotttornent) pftg 

fflmi Previous High/Low 


Jin 128.0 12&0 

Aug 118J 

Oet 1203 




12EL0 

11BJ) 

1200 

11O0 


Turnover 57 (53) low o! O2S0 kg 


Spot 

3P»ian 

50120 


3 momhm 


513.75 



321X0 

534X0 


12 months 

344.10 

547.10 


1MMD OPnOMt 

AhaeMum (90.7%) Calls 


Puts 

8trflw price S tonne July 

Sep 

July 

Sep 

1450 

107 

128 

10 

23 

ICED 

42 

87 

43 

61 

1630 

11 

30 

110 

121 

Copper (Grade A) Colts 


PUB 

2400 

173 

135 

39 

10S 

2500 

112 

91 

77 

158 

2800 

57 

a 

ISO 

223 

CoBaa 

Jtd 

Sep 

Jul 

Sep 

800 

51 

T9 

7 

19 

WO 

20 

49 

26 

39 

TOO 

8 

29 

82 

69 

COOQ0 

Jul 

Sep 

Jut 

Sep 

860 

57 

95 

14 

M 

900 

36 

65 

33 

44 

950 

16 

44 

85 

73 

Bnel Crude 

Jid 

AU0_ 

Jul 

Auo 

1760 

70 

45 

22 


1800 

45 

5B 

45 

52 

I860 

25 

40 





Ctose 

Previous 

Hlgh/Low 


May 

370X 

368.4 

0 

0 

Jun 

372J 

389X 

374.0 

388.7 

Jul 

374.7 

372.3 

370^4 

370.0 

Aug 

377.1 

374X 

378.0 

374X 

Oct 

382.1 

379.6 

3800 

3782 

Dec 

ft 

334A 

387X 

3812 

Feb 

3B1X 

9894 

387.5 

387X 

Apr 

386.6 

994.1 

Sion 

392.0 

Jun 

401.7 

390l2 

397X 

307.0 

PLATMUM 60 tmy 0 K 3/troy ot 


Cion 

Previous 

Hlgh/Low 


May 

485.4 

483J 

0 


Jul 

487X 

4872 

488X 

4S3.0 

Oct 

4042 

483-5 

4B5X 

4&PJS 

Jan 

6004 

489.7 

0 


Apr 

508.8 

606.9 

306.0 

505.0 

Jul 

51 2X 

612.1 

0 

0 


Jun 

19X6 

19.71 

19L74 

1040 

Jul 

.10X7 

19X8 

20X1 

19.75 

Aug 

19X7 

20.07 

30X9 

19X8 

8«P 

20X9 

20.18 

20- IB 

19XB 

Oct 

20.17 

2026 

2027 

20.11 

Nov 

20.18 

2021 

2023 

20.06 

Jan 

gfl os 

20.11 

20.17 

19X5 

Fob 

20.08 

20.06 

9020 

20X8 

HEATMO CHL 42X00 US galls. cants/US galla 


Latent 

Previotw 

Hgh/Low 


Jun 

6170 

5243 

5250 

5150 

Jul 

5175 

5205 

Wn 

5135 

Sep 

5400 

6431 

6435 

5380 

Nov 

5695 

5613 

5820 

5670 

Deo 

5680 

8704 

6710 

6660 

Jan 

6715 

5734 

5730 

5690 

Feb 

5685 

5684 

6855 

5620 

Mar 

5400 

5409 

5480 

5480 

COCOA 10 tonfm^/tofmoB 


Ciorn 

Preview, 

KBgh/Low 


Jul 

1398 

1408 

1407 

1378 

Sep 

1414 

1408 

1423 

1385 

One 

1438 

1441 

1445 

1421 

Mar 

1454 

14GB 

1463 

1440 

May 

1470 

1473 

1487 

1482 

Jul 

1485 

1489 

1490 

1472 

COFFEE T 37.500) bs; eentaribs 


Ctose 

Previous 

Hlgh/Low 


May 

91X0 

69X0 

91X0 

89.75 

Jul 

8323 

90X3 

9325 

91X0 

Sep 

85.10 

92.99 

95.15 

93X0 

Dec 

9725 

95X3 

9725 

05.40 

Mar 

96.75 

9725 

90.75 

97X6 

MOV 

10125 

99.13 

0 

0 

Jul 

103.75 

100.75 

0 

0 

Sep 

10325 

10225 

0 

0 

SUGAR WORLD “11' 112X00 lbs; cema/lbs 


Close 

Previous 

Hlgh/Low 


Jul 

MXO 

14,79 

14.75 

14X5 

Oct 

14X5 

14.77 

14.73 

14X4 

Mar 

14.06 

1425 

1426 

13X3 

May 

13X4 

14.13 

14.10 

13X7 

Jul 

i3_a5 

14X1 

13X5 

13.73 

Oct 

13X7 

13X5 

13.77 

13X0 

COTTON 50.000; canto/9» 


Close 

Previous 

Hlgh/Low 



M.1ia 5,000 troy m centa/troy az, 
Ctaee Previous Ugh/Low 


Jul 75.15 74J2 7525 74.65 

Oct 7055 7082 7088 7OS0 

Dec 87.67 67.82 67.88 67-57 

Mar 08-60 6466 68.60 64 SO 

May 6480 6002 89.05 64A0 

M 68J0 6491 6490 6490 

Oct 62.75 6425 0 D 


May 

6012 

finaa 

50SX 

EBU 

Jun 

603X 

Goax 

0 

0 

Jul 

507.0 

5125 

512X 

5052 

Sap 

6152 

KJOX 

5200 

514X 

Dec 

ran 

632X 

mag 

conn 

Jon 

530.7 

6362 

0 

0 

Mar 

538X 

644X 

640X 


May 

5404 

SSU 

0 

0 

Jul 

064.8 

3B0L5 

0 

0 

Sep 

6832 

66BX 

566X 

565.0 

WOH GRADE COPPGD 25X00 to* centaffia 


Close 

Previous 

Hlgh/Low 


May 

121X0 

124.00 

123.70 

12020 

Jun 

118X0 

120X0 

119X0 

117X0 

Jul 

114.10 

115X0 

115.10 • 

112X5 


: coataSltsm 


Aug 

Sep 

Oct 

Nov 

Dec 

Jan 

Mar 


109-20 
10420 
T0&S0 
105.00 
10430 
103.40 
KJ1 .50 


now 

10480 

107.3$ 

105.90 

10450 

10455 

101-60 


10900 

10480 

0 

0 

10480 

0 

0 


10400 
107 JO 
0 
0 

10450 

O 

0 



Ctose 

Previous 

High/LOW 


May 

194X5 

19670 

195X5 

194X0 

Jul 

192.75 

1S3X5 

193X5 

191 JO 

Sep 

187X0 

183X6 

188X0 

18725 

Nov 

180X0 

182.00 

181.00 

18020 


176X0 

176X0 

178X0 

178X0 

Mar 

177X5 

178X0 

8 

0 


176-55 

177X0 

0 

0 

Jul 

178X6 

177X0 

0 

0 

\mmaa 1 

| REUTERS (Base; September 16 1931 

-100) ] 


May 15 May 14 

mmh ago yr ago | 


1909.5 

19192 

10212 

2000.1 

1 DOW JONES (Base: Dec. 31 1974- 

MO) 


May 14 May 11 

mmh ago yr ago 

Soot 

135X2 

138,77 

13841 

137X8 

1 Futures 13321 

134.12 

133.78 

13891 


SOYABEANS 5,000 bu min: centaTBOlb bushel 



Ctose 

Previous 

High/Low 


May 

613/2 

633/4 

625/0 

811/0 

Jul 

626/0 

635ffi 

838/4 

622/0 

AuO 

630/2 

841/6 

843/0 

628/0 

Sep 

630/8 

B4SU2 

844/0 

629/4 

Nov 

637/8 

64 am 

650/0 

634/0 

Jan 

847/2 

630/0 

658/0 

644/0 

Mar 

65B/0 

008/4 

660/0 

658/0 

May 

668/0 

674/0 

878/0 

683/0 

SOYABEAN CHL 60X00 too; cents/lb 


Close 

Previous 

Hlgh/Low 


May 

2427 

24X0 

24X8 

24.05 

Jul 

24.19 

34.57 

24X7 

23X8 

Aug 

24.08 

24.47 

24.45 

23X5 

Sep 

23.75 

2425 

2420 

23.62 

Oct 

wm 

23X7 

23X8 

23X5 

Dec 

2321 

23.70 

23.70 

23.05 

Jan 

MIP 

23.45 

23.40 

22X0 

Mar 

22X2 


P3.PQ 

22.70 

SOYABEAN MEAL 100 tons; S/Ion 


Ctose 

Previous 

HtgtVLow 


May 

17BX 

1792 

1602 

1782 

Jul 

179.1 

1823 

183.4 

178X 

Aug 

1812 

1B4X 

18S.0 

leas 

Sep 

182X 

1881 

187.0 

182.4 

Oct 

164.0 

188.1 

1B8X 

wax 

Dec 

187.7 

191X 

191X 

107.2 

Jan 

190X 

1932 

192X 

wax 

Mar 

193.5 

1987 

1952 

1820 

MAIZF 8000 bu min; csntg/56fe bushed 


Ctose 

Previous 

HJgft /Low 


May 

284/6 

200/6 

290/0 

293/8 

Jul 

284/8 

290/6 

291/0 

283/4 

Sep 

27B» 

283/6 

284/0 

277/0 

Dec 

275/0 

Z7W4 

280/4 

272/2 

Mar 

261/0 

288/2 

288/2 

278/4 

May 

283/4 

288/4 

209/0 

282/0 

Jul 

286/0 

291/0 

292/0 

288/0 

WHEAT 8000 bu mtn; cents/GOIb-tiuahel 


Ctoee 

Previous 

Hlgh/Low 


May 

383/0 

334/2 

3B5M 

381/4 

Jul 

343/6 

344/4 

348/4 

341/2 

Sep 

347/8 

340/0 

351/0 

346/Q 

Dec 

381/4 

362/6 

384/0 

389/0 

Mar 

367/0 

389/0 

380/4 

384/4 

May 

355/4 

357/0 

359/4 

354/4 

LIVE CATTLE 40X00 tor. ooffis/lbs 


Ctose 

Previous 

Hlgh/Low 


Jun 

73.70 

73X5 

74.06 

7857 

Aug 

72X0 

72.47 

72.70 

72.15 

Oct 

74.80 

74.77 

74X5 

74X0 

Dec 

.75X2 

75X2 

7847 

75. IS 

hob 

7832 

7835 

7860 

7830 

Apr 

7872 

7875 

78X5 

75.72 

Jun 

7177 

73X0 

74X0 

73.7S 

LIVE hoqs 30X00 to centaritw 


Ctose 

Previous 

Hlgh/Low 


Jun 

63150 

mm 

83.76 

63.70 

Jul 

62.17 

62X2 

82X7 

61.67 

Aug 

60.60 

6022 

man 

50X2 

Oct 

63X2 

63.70 

54.10 

5840 

Deo 

53.47 

5047 

53.70 

53X5 

Ml 

61X7 

61X2 

51X0 

51X5 

Apr 

4800 

48X0 

48X6 

47X7 

Jun 

51X0 

51.00 

51X0 

50X5 

PORK Belles 40X00 lbs; cents/lb 


Ctoee 

Previous 

Hlgh/Low 


May 

B 

62X0 

83.70 

61X0 

Jul 

82X7 

BP HP 

6425 

82X0 

Aug 

WA? 

60X5 

62.10 

60.10 

Mi 

59.15 

69X0 

60.75 

59X7 

Mar 

58X0 

50X0 

60.70 

SLGO 

May 

%90 

58X6 

0 

5830 





AFTER MUCH THOUGHT 
WE DECIDED 
TO CONCENTRATE. 



A company that thinks ahead is a company that stays 

successful. In the last decade forward thinking at BP has 

brought about a radical change in the company’s activities. ■ 

By disposing of fringe businesses we have been able to concentrate j 
resources on our four key strengths - oil and gas exploration, 
refining and marketing, petrochemicals, and nutrition. This process 1 
continued in January when BP Exploration sold a worldwide s 
package of assets to Oryx Energy. The $1.1 billion derived from 
this will in turn allow us to exploit new opportunities in the 
field of exploration even more effectively. Further evidence that 
at BP, what we’re concentrating on most of all is the future. 


' t 

V- 


\ 



For a copy of the 1989 annual report please telephone 0800 400 427 (Freefone available to UK caller* only), or post this coupon to BP. Freepost, Room 2548, Britannic House, Moor Lane, London, EC2B 2DJ 
Name • Address Postcode 



FINANCIAL TIMES WEDNESDAY MAY 16 1990 


LONDON STOCK EXCHANGE 


Trading focus back to fundamentals 


financial times stock indices 


A MORE restrained 
overnight on Wall Street left 
the UK stock market to move 
uncertainly at its opening yes- 
terday, and it traded around 
the top end of the range which 
had been so rapidly recaptured 
over the past fortnight. Atten- 
tion returned to Investment 
fundame ntals and to the infla- 
tion concerns revived by 
domestic retail sales and pro- 
ducer prices data disclosed, out 
largely ignored, m Monday. 

The equity sector traced a 
somewhat erratic pattern In 
response to a batch of corpo- 
rate results and deals, as well 
as to trends in other equity 
markets. The FT-SE Tnd** 
closed JL3 down at 2,212-2, 


May tl 

Awimt ipny- 

May 21 


helped in the final niftwitaa by. 
Wall Street, which trimmed its 
early fell to show a loss of 3-48 
Dow points in London horns. 

Earlier, the Footsie Index 
had moved between 2^04 and 
2m which is regarded as the 
upper end of the c ur re nt trad- 
ing range. Equity strategists 
will watch keenly over the 


next lew days to see whether 
London will break out of its 
existing r a ng e or merely con- 
solidate within it. 

Turnover yesterday was bet- 
ter than in the previous ses- 
sion, with Seaq volume of 
403.4m Shares compered with 
375.1m on Monday. However, 
equity turnover still seems 
locked into the dismal trading 
levels recorded since the hraf 
upswing at the be ginning of 
the year (see chart). Current 
dally customer business - the 
figures reflect London’s estab- 
lished pattern of doutdocount- 
ing — is running uncomfort- 
ably below the filbn figure 
regarded as profitable for 
many hard-pressed London 


securities companies. 

The flpgsfrm opened with a 
sharp dip in share prices as. 
profits were taken after Mon- 
day's advance. The picture 
then brightened on the back of 
good trading results from 
Allied-Lyons, the brewery 

group, and widespread expecta- 
tions that Bass, its fellow 
brewer, was about to disclose 
the sale of its Crest Hotels sub- 
sidiary. 

The Crest deal when 
announced involved £300m 
rash ami excited considerable 
interest. The terms were con- 
sidered gii gfrtiy disappointing 
for Baas and, consequently, 
mod for Tnistboase Forte, the 
buyer of the hotels. 


The market overall benefited 
from a “higher quality Sow of 
corporate results," as one 
trader put it Interim results 
from Hanson were taken 
calmly, with some traders 
expressing disappointment 
with the dividend payment. 
Figures from J. Sainsbury, a 
leading food supermarket 
retailer, were well received. 

While satisfaction was 
expressed with yesterday's 
market performance, some 
traders pointed to fresh uncer- 
tainties which may hold the 
market back. The outlook for 
Wall Street appears less cer- 
tain and London is bracing 
itself for the next set of UK 
trade figures, due next week. 


O rntm iM b> 9oo* 
RMMf Mimt 
OrtSnanr Mam 
Ookt Mints 
FT-SE 100 Share 


“•V My Mv Uoy May V*» 

» “ n W 0 Aga 

7706 7*05 77.06 78.35 78,10 86.74 

ek’3 8&D7 8533 S&61 85-36 97.36 

17310 17330 17060 16000 1035.6 17783 

2173 2243 227,7 2273 2283 1763 


|8» 

Wfltl Uc 


Stow Conflation 
Wgh Low 


8430 74,13 1273 49.18 

(2/1) (30/4) Q/1/36) <371/ 75) 

82,01 89.80 105.4 6033 

J5l) (30/41 mn 1/471 <3/1/751 

19683 1853.8 2006.6 49.4 

g/1) (30/41 <5/9/89) 126/6/40) 

3763 2153 734.7 433 

(BO fl/5) (15/2/83) (26/10/71) 


22123 2214.5 2175.9 21S7.0 2162.7 2136.7 2463.7 2103.4 2463.7 9B8.9 


Ord. Div. VWd - 537 535 532 537 636 4.45 

Earning Yld %puli) 1130 11.77 11.92 1234 12.00 iaS4 

P/E RafloftteQW 1034 1037 iai3 IQ. 02 ia08 11,13 

SEAQ Barjjn* 4^5pm 23380 22357 25,053 20.474 19372 273« 
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Gilt Edged Bargains 83.7 110.1 
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eendnusd on July 31. CJOStng ration lor July 
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APPOINTMENTS 


New chief 
executive 
at Alfred 
McAlpine 



ALFRED McALPDTE ! has 
appointed Mr Graeme Odgen 
(pictured) as chief executive 
from June t when Mr R-J* 
McAlpine relinquishes the 
post Mr McAlpine continues 
as chairman and wiu 
concentrate on the strategic 
development of the group. Mr 
Odgers recently left British 
Telecom where he was group 
mnpagjng director. He was a 
group managing director with 
Tarmac from 1983^. 

m City law firm BERWIN 
LEIGHTON has elected Mr 
Maloolm Bnpmwr as 


chairman. Be has been a 
partner since 1975. - 

■ Mr Brian tymhery has b een 
appointed directo r of TH E 
CHARTERED SOCIETY OF 

DESIGNERS from June L He 
was e x e cutive director of 
UK20OQ. Mr David Pocknell 
has been elected president. 

■ HARHBON INDUSTRIES, 
Stockport, has appointed Mr 
JJL Barnes as a nonexecutive 
director. 

■ Mr Thomas Barber has been 
appointed managing director, . 
Kirkstall division. GKN 
AXLES. Leeds. He was 
director, manufacturing 
engineering; with Leyland Dal 

■ MX HOLDINGS has 
appointed Mr Jehu Monks as 
chief executive to succeed Mr 
Ian Wilhs who will be 
returning to Squtb Africa but 
remains a group director. Mr 
Wflbs was seconded to M.Y. 
last year from Malbqk. Mr 
Monks wps chairman of 
Norton Opax Packaging. Mr 
John Grainger, previously a 
director of Norton Opax, has 
been appointed a non-executive 
director of M.Y. 

■ HAMMOND TRANSPORT 
GROUP, Redhfll, has appointed 
Mr Tony Judge as commercaal 
director, and Mr John Cutter 
as operations director. 

■ DRUCK HOLDINGS has 
appointed Ms Karen CL 
Wudman as a director, and 
Mr John s. Cbaffe, group 
financial controller, as a 


director and company 
secret ar y . Mr Ranald S. 
Rtberington, international 
marketing manager, joins the 
board. Ms Jane K- Hough has 
been appointed company 
secretary of Druck Ltd, the 
group's wurin operating 
company. 

■ MrKJ). Yesely has been 
appointed chief executive 
officer of LAPORTE absorbents 

division from July L He was 
vice president, products group, 
withUOP. 

■ WALTER DUNCAN & 
GOODRICKE has appointed 
Mr N JL Grant as chairman 
following the retirement of 
Mr MW. Butterwick. Mr 
N4.G. Sharp and Mr GAW. 
Walsh have been appointed 
to the board. 

■ Kc Ri chard Hanrold is to 

become directo r of pr operty 
investment, POSTEL 
INVESTMENT 
MANAGEMENT, from June 
L He succeeds Mr Fred Reeder 
who is leavmg to go into 

pr i vate practice. Mr Harrold 
was deputy director and ebb* 
Iny pahnwit mnnaopr for PosTel 
poverty services, where he 
fe succeeded by Mr Richard 
Smith, who continues as chief 
surveyor. The company 
manages the pension s ch e me s 
for British Telecom and the 
Post Office. 

■ Mr Bill Junor has joined 
file venture capital department 
of MURRAY JOHNSTONE. 
Glasgow, and hem appointed 
to the board of Moray 


Johnstone Developments, a 
subsidia ry re sponsible for 
unlisted 

■ Mr Brian figipy, managing 

director of St Martins Property 

Coip, has been appointed a 
non-e xecutive director of 
WYNNSTAY PROPERTIES. 

■ MERLONI DOMESTIC 
APPLIANCES, Crayford, has 
appointed Mr Giuhano 
ftwag natH aft manag in g 

director, following the 
resignation, of Mr John 

Mahg mrf. The company's 
brands are Ariston and Indestt 




Mr Julian Avery (above) has 
been appointed a director of 
LLOYDS MERCHANT BANK 
with responsibility for 
expanding corporate finance/ 
advisory business in 
continental Europe. He was 
president of Lloyds Bank, 
Paris. 
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FT UNIT TRUST INFORMATION SERVICE 

• Current L&ift Trust Prices are avaflaWe «■**£ 

Unit Trust Code Bookie* rtnfl flw FT CHyUne help desk on 071-025^120 
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FINANCIAL TIMES WEDNESDAY MAY 16 1990 


CURRENCIES, MONEY AND CAPITAL MARKETS 


FOREIGN EXCHANGES 

Yen firm and dollar rallies 


FINANCIAL FUTURES AND OPTIONS 


A FIRM Japanese yen ami a 
rally by the dollar were the 
main features In subdued for- 
eign exchange trading yester- 
day. There were no fresh fac- 
tors to move the market, but 
the yen was boosted by cover- 
ing of short positions as the 
D-Mark and Swiss franc lost 
their recent attraction- 
The d ol lar lost ground In the 
Far East, but closed towards 
the top of the day’s range in 
Europe after bouncing off tech- 
nical support at Y150-50- 
Earher in Tokyo the dollar 
touched a low of Y150.85 on 
speculative selling, and the 
D-Mark also weakened against 
the yen to close at Y91.95, 
against Y93JJ5 an Monday. In 
Europe the cross rate between 
the D-Mark and yen held 
steady at Y9L95, but dealers 
said the West German cur- 
rency Is likely to continue Us 
decline, possibly testing Y9L50 
In the near future. 

The dollar showed little reac- 
tion to weaker than expected 
US economic data, and the gen- 
eral uncertainty in the market 
could be gauged from the dol- 
lar’s ability to move higher an 
ambiguous comments about 
British interest rates made by 
Mrs Margaret Thatcher the UK 
Prime Minister. In answer to a 
question in parliament, Mrs 
Thatcher saidT she agreed with 
Mr John Major, the Chancellor 

C IN NEW YORK 


of the Exchequer, that UK 
interest rates will be materi- 
ally lower by the end of the 
year, but claimed to also agree 
with Mr Norman Lamont, 
Chief Secretary at the Trea- 
sury, that an interest rate fore- 
cast at the moment would be 
foolish. She added that “I don’t 
think they're quite as opposite 
as the question indicated.” 

The dollar rose against ster- 
ling on speculation that UK 
rates will fall, and this pro- 
vided the momentum to drive 
the US currency higher against 
other European currencies, 
including the D-Mark. There 
was virtually no reaction to 
news that US industrial pro- 
duction fall 0.4 per cent In 
April. The figure was expected 
to be flat, but showed the first 
decline since January, mainly 
as a result of a sharp fkU in car 
production. 

A fall in US capacity utilisa- 
tion to 83 per cent from 83.5 
also indicated that the econ- 


omy could be slowing, but 
dealers said there is not yet 
enough evidence to suggest an 
easing of the Federal Reserve’s 
m o i w te r y stance. 

At the London close the dol- 
lar had Improved to DML6465 
from DM1.6445; to SFrlJ3960 
from SFrl.3955; and to 
FFr5^575 from FFr55425, but 
fell to Y 151.40 from Y152.75. 
According to the Bank of 
England the dollar’s Index 
eased to 665 from 67.0. 

Sterling weakened in New 
York on Mrs Thatcher’s com- 
ments, but was only a little 
easier at the London close. The 
pound fall 40 points to CL6775 
in London. It also declined to 
DM2.7625 from DM2.7650; to 
SFr23450 from SFr25475; and 
to Y254.00 from Y2S6.75, but 
rose to FFr9.3225 from 
FFr95200. Shortly after in New 
York sterling declined to 
$1.6730 and to DM2.7550. The 
pound’s index was unchanged 
at 875. 
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With the introduction of a 
3rd year of contract months 
(green months) in the Short 
Sterling future. 
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The London 
International 
Financial Futures 
Exchange 


For further information please contact 
Fiona King at Liffe on 071-623 0444 


Financial Information Service on Japanese Corporate' Issuers 

MIKUNFS 
CREDIT RATINGS 
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Ta:MSmnl 4 COl Ud. * 

CM-lcM Uflrt BuOdVm 12-1. NfcN-SWmBWtii 1-ctNaw 
p UlnMo-kii Tokyo 1(8. Japan or Tala J33118 

□ Please send further information 








One HM . Law Pm. 

jm - VLb2 mJa • 9L m M 

Sep 9L22 9U8 95J0S .9130- 

Dec • • -BOW 9UB • 98.97 • 9U» 

aw goar «um- mun *- -*9loz 

■ JM M 90.93 S0.88 w® 

Stfi 10-93 90.94 90.94 9096 

Ess 9L03 VLOB 9L04 VLB7 

UM 9UJ3 9LW 

ailnwM ntaae 1«I7 01260 
Men 4*1 ML 70161 013771 


9014 9032 

mi? mxi 

9034 9007 


*jE!5 . 90$ U 2 

j sjj 2 mu 90 li# 

-<UD 9034 9007 


BUaM Mam 6jK7 TaM OpthMaH* 2UH. 

WQSIFlIWPWwnWtaitWii 


YkH festal 

US] H63B 

9 m ms 

9.92 2.414 

934 174 


..Opea Out am nm Uw 

»s 2t«Lo -zft nofo mm 

2MB O 20862 -2S5 2095.0 SffiM 

2097 J) 20972 -10l5 2097.0 2B978 


m » 2081-0 

Jm 2095.0 20862 

My 2097 Jl 2097 JI 

UimM Mm yno Total Opm Want 9L2N 


i’T" 

mIiii 
I 1 '| 

• •IH 1 

*■> 

• 

m 

DOLLAR 
Where Next? 




CAL Futures Ltd 
Windsor House 
SO Vienna Street 
London 
5 W 1 H 0 NW 
life 071-799 2233 
Fax: 071-799 1321 


BASE LENDING RATES 


ECU In patab af 1M% 


JOTTER PAD 


L‘ EJ | 

1 



EXCHANGE CROSS RATES 




CROSSWORD 


No.7,239 Set by CINEPHILE 


Lb77 I 2.762 254.0 9 322 
1 LM7 1513 5359 


□ 


L9B1 5730 
LUL I 3405 


1321 I 7343 J 0.717 
an 7988 7799 


0322 

un | am 


1.799 2.963 2723 10. 23U 3J2B £77 

0.715 UTS 1083 3.975 l L3ZS 863L2 


0756 1 6543 

1356 I 1329 I ION. 


1394 I 1282 | 4.706 I UM 1366 
4337 I 4443 1633 4307 5.433 




tst] 




TT 


!TT 


7T 


■n rr 


E 


3= 


33! 


n 


mm 




zm 


TtTTSiT. 





045*60 &00 

9V10 ] 930 










Tmrrrrr 


rr?. 


* 


ITT?- 


i 


T7 







i 




im 


M 1 * 

IA\ 14Q 






RAN VI LLE 


SPONSORED SECURITIES ' 




J 

Erw 

VMM 


Htata La* Compar 

Pike 

Chnge 


% 

P/C 

343 .295 Ass. Brft. kaL Onlniry 

— 90S 

0 

U3 

3 A 

82 

39 19 Anriage«dnw4a 

_ 24 


- 

. 


230 135 EtodcnfirenKEl 

— 143od 

43 

43 

SO 

13.9 

125 96 Bjntoa Group CvPrtf (SB 

- «ri 

0 

• 6l7 

70 


123 .74 snrTtcinohiatas 

— 79 


5.9 

73 

70 

110 82 BrnnHIl Coot. Pref 

82 

0 

110 

U.4 


315 285 OCLG(«vOi«nv 

~. 304*4 

0 

18.7 

63 

2.4 

176 165 CCLGnwpUK.CnrJref 

— 165 

e 

14.7 

&9 


225 140 Cuba Pk (SB 

21Qxtf . 

0 

7 A 

30 

LL4 

110 109 Cartn73%PRfCSO 

_ no 


103 

9-4 


73 0325 OUoottGjj Koo-VgUna* B»_ 

_ 0325 

s 

- 

- 

• 

“ 0J25 "MamKGplhw-VatiagSCni 0329 

0 

** 

• - 

- 

130 83 htaGreap 

— 89 

0 

80 

93 

47 

145 SB JatlaoaGnqilSO 

— 113 


Xb 

33 

133 

335 20 ^ultitaMnSVMiMtSB 

_ 335 


m 



158 « Bnfaoi.lMtalM 

~ 135 


mo 

70 

4.4 

467 350 Sosttns 

~ 35ft 

-3 

200 

5.7 

97 

US 106 UafetratEmpaCowIM 

_ US 

0 

93 

50 


395 248 Vfetolnaqr Drag Gp. PLC 

_ 248 

-2 

220 

8.9 

60 

370 278 W^Vnlsi 

- 357 

* 

263 

43 

290 

J ScntitastalgntadCSSaniaiSlQ we fertlnaMHttatba ratal ladKWIitlmcf ti» 

1 ISC. Oltar se^rttla Hdcd ibon « fait I> stket ta the nta of ISA 



| Tlwe securities *re dealt In itrtctiy aa a mMcd-hargoM tasls. Mtfev MtqNndent 


1 CtaoreolK Exten UM nor fimrtlte (tarts Ltoftod an antat mtai la that 

I scartttaB 






■ ism tavftlB aw 4nft m inUM bo*. ftrttar4d*ll» mSddc 




fndqsademConpaom&cehst^UadteGl ' Cr»ayilleDavfc* Linked 

'77 Mnmett Street. London El 8 AF 77 Mmaell Street, loodoo El 8 AF 

Tekphooe 071-468 1212 IB TeMwoe 071488 1212 

Member of TSA IB Member ofThe BE &. TSA 


9-U GROSVENOR GARDENS, LONDON SWIW OBD 

Tel: 071-828 7233 AFBD m emb er 




1 A friend upset fails nurses fay 
lack at expertise (14) 

10 Fibre coming in for rowim 
<5> 

U Lfte fresh hay, we bear, 
before 1 have a serious Ill- 
ness (9) 

12 Needy put ones In entrance 
to dance (7) 

13 Newspaper gets nteon term 
far brightly dad singer (I) 

14 River contributing to 
catarrh In- Europe © 

18 Chap involved with a gid at 
the heart of Sogat (9) 

19 Old clock for dry places? 
Hardly! ©) 

SO Who cut tree? Drown, or I 
may take over (5) 

3$ Goal reversal due, as pussy 
said (7) 

85 Swore violently (as one 
might ’ave said) - it’s yel- 
lsmO) 

27 J ew h as exchanged mori of 
Kenya for timing In am- 
babweOD 

28 Make a hole In procedure O 

29 Odd bits ttf Camembert 
cooked: a disc jockey is 
upset about it 

DOWN 

X Bass, perhaps: I am substi- 
tuted far Leonard in iD-wffl 


6 Homo sapiens had turned 
west? Can’t matfl mj my 
mfod(3A3) 

- 7 U9 is inclined to tedium <5) 

8, 9 Malicious gossip causes 
Soots anger about poor aid 
man (IS) 

15 Wheels loosened before in 

^ another place<9) 

17 Disapproval of rules for a 
Mt of bridge is an my head 

18 Knight called Maurice 
oppo sed to ca l i p h in good 
sprats (a) 

ffl.Ttil me, without loud 
disturbance, where the 
astronauts are (7,8) 

33 Holy mo u nfertn , a modal Air 
small houses (B) 

24 Doctor’s bade (provisional 
s ta te ment) (5) ' 

28 Plant dlscomed by Rose da 
Maurier (5) 
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Some business travellers 

will change neither hotel nor newspaper. That's 
why they are particularly happy to find compli- 
mentary copies of the Financial Times at the Hotel 
Bur digala in Bordeaux 


FINANCIAL TIMES 

c umorr'i ausiMESi news paper 


Your FT hand delivered In Germany 


If you work in the business centres of 
HAMBURG, BERLIN, DUSSELDORF, 
NEUSS, KOLN, BONN, FRANKFURT, 
OFFENBACH, HOCHST, ESCHBORN, 
RUSSELSHEXM, MAINZ, WIESBADEN, 
MANNHEIM, LUDWIGSHAFEN, 
STUTTGART, MUNCHEN, 
HEIDELBERG, NURNBERG or in the 
TAUNUS AREA —gain the edge over your 
competitors. 

Have your Financial Times personally hand 
delivered to your office at no extra charge and 
you will be fully briefed and alert to all the 
issues that influence or affect your market and 
your business. 



12 ISSUES FREE 


When you take out your first subscription to 
the FT, we’ll send you 12 issues free. Then see 
for yourself why Frederick Ungeheuer, Time 
magazine’s senior financial correspondent, 
describes us as “the paper with the best 
coverage of international finance. ” 


0 Frankfurt 0130-5351 (toll free) 
and ask for Karl Capp for details. 


FINANCIAL TIMES 

EUROPE’S BUSINESS NEWSPAPER 



































































































46 $ 


FINANCIAL TIMES WEDNESDAY MAY 16 1990 


3pm prices May IS 
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11%d 

153 

5% 

39 

6% 

4 

9% 

22296ta 

61% 

26236438 

30% 

9J 9 237 39f ! 

11- 96 

ft 

&s n 3*o 

20 3 

9J 6 28% : 

84 tt 21% S 

.v_tr — 

66 ft 989 


M3 


un « 


1 J 17 1112 


ft to 

27 

ft 2D ftO 

M% 

03 17 2 

17% 

73 are 

9% 

ft 848 

8% 

74 n 

ft 

M, 29 an 

a d 


10 - % 
13%+ % 

34%+ % 
«%- % 
17% 

si-% 

9%+ % 
84+ % 
IT - % 

S- + vi 

£-i 

£+i 

ss=’a 
r-i 
sH 
si-$ 
•%+ i 

Stj 

JpV 


w%+ % 

27 

3"' 

«%- % 

ses 

vt 

& -+* 
%-3-» 
B - % 
4%+ % 
20 


4S 

349 244 

20% M% 
38% 37% 
18% 10$ 
9_ ft 


sis 

74 M 

19% ttA 

48% ttW 

mi in 

9% 81 



AMEX COMPOSITE PRICES 


n a% 

Stack DIU IBM Mb* Lam 

188 34 tt B2oTO% 10% 

hnpOiStBO . 238 80% 60% 

ftuflV 9 148 1% 1% 

as? 42 iS ?- a 

WBU 8 88 2% 2% 

ta!Tlch 808 2% 2% 

InObr -185 11-32 8-18 

- J.-K - 


nv Z $ 

21 99 3% 


lOnarit 8 32 6% 5% 

Objf .«■ 20 138 8% 8% 

LKRmg 9 TVtt n-ie 

UmkSvJS} M ft ft 

Lamm SO 4% 4% 

L— con «•- 3 6% 88% 

IflBPhr T9’ 1% 1% 

UftM 28 5.18 % 

um 100120 a% s 

tsMK A 17 16 ft ft 

- M— II - 


Wertton 27 1 1. 

UatSd TO 11% 11% 

tan 2 99 38 (ft 

Mod* M 89 104 28% 27% 

MAS* 48 5% * 

MkME A * IBS 18% « 

MoogA 7 64 8% 6% 

Bta K-N *■ 

fffl jSRi 3 4« 3 2% 

M ain 44 Til 5% 6% 

MPatnc 352 5% ft 

Nafftar 49 4% «% 

UmAJom 203 10% W% 

HUT 8 0% 8% 

NY Tim 3S 32 983 23% 22% 

NCdO S AD 33 15% 15% 

KBNO 1 5% «% 

-O-P-O- 


fi-% 

11 % 

38 +1% 
»}“ % 

r 


1«84 ft ,ft ft 


0BA 19 18 49% 48% 

CM JSa 9 *6 9% 8% 

Oktal J4 « «7 W% »% 

Otttap IJBa 3 7 » 9% 

napp M 22 858 34% 33% 

PagOM .10 b 90 SB 11% 10% 

PBTtnC JO 10 a 24 24 

MfBBt 1-70 s ft% e% 

nu> .m« a mo u 12% 

N0H JO 18 12 82% 32% 
nwavntti tt 4 85% 35% 
Pftay A J0 12 8* 89% 27% 

FtyQeffl .12 KM ft ft 


48%- % 
9 

W%+ % 

»%+^ 

11 % 

tt%- % 

Si | 

»%+ % 


PraadB 
Pib«) A .10 


nesm .12 


39KM At 

SoOCo B 


MW 

synak* AD 

TE 

TV 

Tcbfrd AO 

TMdyB 

Tafflta AO 

TsiaapO 

TskAir 

Hwrcnd 

TbtlM 

ran ao 

Tway 

TBMM 

Udicefp 
UFmcU A3B 
WMBABB 
U8CM 
ItaM 

VWftv AO 

Wtah 


WMQtd 
WAmBc M 
WUoa 
MRETU4 

WQRhB 


W Oft 

I.E 100a Hta Law 
199 10 8% 8% 

28 8% 8% 
42 3% 3% 

• 98 3 3 

U 82 5 4% 

- R-R - 

* ft ft 

12 2 14% 14% 

24 » 12% 

40 08 29% a 
Q 27 29% 29% 

- 8-8 - 

7 » 9% 8% 

87 8 13% 13% 

39 990 19% 19% 

250 18% » 
as 40 7% 7% 

278 « 2%. 2% 
» % % 
5 tt 7% 7% 

- T-T - 

MS % IVtt 
22 1% 1% 
21 QlOtt « 

IS 301 23% 23 
TO 844 37% 37% 
231602 ft 6% 
819 7 ft 

98 307 18% tt% 
2D 317 M% 14% 
33 «J7 28% 36% 

V W ft ft 

21 6% S% 

- u-u - 

12 1V» 1VT8 
7 382 2% 2% 

7*8 2% 2% 
01 24% 21% 

» ft ft 

- V— W — 

to 1 3% 9% 
5 1 % 1 % 
872 4% 4% 

1 6% 0% 
1228 7% 7% 

7 16 W 16 % 

29 2% 2% 

M 8 22% 22% 
192381 Sh 12% 
15 88 17% 17% 
10 49 12% 12 


9%-% 
14%+ % 
W - % 
23 - % 
39% 

ft* % 
«%+ % 
18% 

19%+ % 
7%+ % 
2% 

% 

7%— % 

tvia 
i%-% 
15%+ % 
23% 

37%- % 
S%-% 
8%” % 
18%+ % 
M%+ H 

29% 

a%+ h 

6 %- % 

1M8-M5 

2% 

a%+ % 
2*%- % 
S%+ % 

9%- % 
1% 

4%- % 

6% 

7%- % 
16 %— % 
2%- % 
22 %+ % 
12% 

17%+ % 

12 - % 


Stack Ok 

ASWBd 

ACO Qp .16 

ADC 

ADT 

ASK 

AST 

Adkkn 8 
AcnwSt 
ActAAt t 
Acaba 
AtaoUi JH 
Utta 
Adngt ■ 
AttBSv .18 
AdobeS Alt 
AdcOr ■ 
MM 8a 
A 04%* 
AOVftt 
AdMdta .10 
AdBoOy 

Aegon 120o 

Mrocx 

Afl8*h 

AOeetW t 

aSS ? 8-20 

AMWno t 
AJrtrui .10 
Akm 1S7B 


AtaoW 

AJIccM 

AIHBM 

ABdCap l.tte 

AMCBfl.tta 

AIMS 

AkMta A2 

AltaGM AOa 

Aim 

AIM 

AFFF MB 
AFTJ£ 1 
AWAlrt 
ASakr AD 
AmClR 
ASreot M 
Amtett 
AMS 

ANflne MO 


232015 91% >1 81% - % 

2B 1287 b14% 13% W%+% 

W 32 23% 22% 55- % 

10 3456 29% 29% 29% 

1C 1292 9% ft 8% 

»1219 25% 2% fl2% - % 

U92 11% 11% 11%- % 

8 47 17% 17% 17% 

17 899 6% 8% 6% 

19 283 & 21% 22 + % 

5 851 1% 1$ 17-tt 

13 1896 W% 18 18%+ % 

36 4072 17% 16% 17%+ % 

M 118 26% 22% 22% 

27 2949 46% 44% 46 + % 

7 175 9% 9% 9%+ % 


272948 46% 

7 175 fi% . . 

IZ> » 4% 6 + % 

» 4% 4% 4% + % 

18 3103 20% 19% tt%+ % 
62102 11% 11% li%+ % 

12 HO 10% W% *>%+ % 

8 12nn% »% M%+ % 

163 4% 4% «%+ % 

U 44 nQ « n% 
20AM M% 13% « + % 
2® 7% 7 7%+ % 

33 111 6% 6% 5%+Vtt 

08 48 10% U% 10% 

11 39 7% 7% 7%- % 

8 836 32% 32% 32% - % 

SB tor a% 26% 26% 

10 228 12 11% 12 + % 

s & % 1% 

12 619 16% U 18%+ % 

404 19 17% W 

261293 10% 10% U% 

U 62 IS 17% 17% 

29 120941-18 3% 4 - % 

20 887 11% 11% 11% 

no 8% 5% ft- % 

« IB 1S% 18%— % 

no 8% 8 8 

61 210 10 3% B%- % 

a 188 10 8% 9%+ % 

um ft ft a%+ % 

rsn ^ %r-% 

a in H% i4% «%+ % 

10 40 35% 35 36% 

2 a s' st sr ' 

2S2' & ^*5 

7 VST U% 14% 18 + % 
733 2% 1% 2%+ % 

U 2142 17% 17% 17% + % 
02 3248 U67% S% 06% +1 
89 3 2% 3 + % 

278 18% 16 U -1 
XT a% 3% a%- % 

IS 12 tt% 18 18 

4 30! 13% 12% 13 - % 
23 931 7% 7% 7%+ % 


Anatfc M 
AOBDMl MOB 
AnKdc j» 
MM) 
Apogen A4 
AppteC M 


ApidP a .12 
Arcbtm 
Arbor • .18 
Afseapuao 
Man 
Armor J4 
Arnold 1 


AsSao 72 
ABdCtaA 


838C3 8% 6% 8%+ 

B-B - 

8 83 18% «% 19% 

8 144 8% 8 B%- 


BMcar« 
BSBBcp AO 
BTSto 


BMbiO .18 
BbcPm MS 
BopHatlM 




BeQUj IAB 
Bta B .18 


BJCkO JOb 

Bom 2-12 


Batte JO 
BtanFB .1H 

aoetTb • 


8 144 8% 

SI 142 22 
30 137 22 
8 383 34 


M T 48% 
8 214 47% 
18 811021% 
7 717 10% 


• ft- % 
21 22 +1 

si s' 1 ; i 

s. 3 i + * 
12 % 12 %- % 
ft 4<- % 

23% 2C%+% 
48% 48%+% 
4«% 47%+ ? 


« 8B1o21% ttj 30%+ % 

7 717 10% li 1D%- % 

227010% 10% 10% 

e io 70% re 70%+ % 

■08 13% 12% 13 - % 

Stttt 21% 21% »%- % 


90S at 37% 38% 38% -1 
7 387 1ft 19% tt%- % 
18 687 17 WV 17 + % 
>1 34 20 tt% » + % 
» 13 43% 43 43 

t» assure* re re% 

S Sr Si tt%+ % 

P 5 
* » 5 ' S' % it" 

KB 911 811-16 8% 8%-Vtt 


13 8 84 84 

8 ZN 31% 30t 
M 788 12 H . 

M 08 1ft 17% 17% — % 

S+ % 

STB 8% 8 6%+ % 

76 ^4B3Sf »% 8*%+ % 

s s 9 wi 
:*£££$ 


*1%+ % 
12 + % 


C COR 
caia 

CO Pa 

CttTeb 
CTEC a 
06)8 UNB 


SSTmo. 

Caacta t 


tt ati is% is% «%- % 
32 W7 22 21. 21%- % 

41 tt 17% 11% . 

- c-c — 

9 305 12% 11% «%-t% 

20 88 11% 70% 11%+ % 
18 41 14% 18% »%- % 

257 4 7-18 316-16 4 
321 34 tt% 10% 18% - % 
13 174 89% 54% 68 
28 3183 28% 24% 28% +1% 
28 S 24% 24% 34% - % 

- “ * -S;.' 1 

.aas?:i 
•iss 8;i 

41 128 «% 14% 74%- % 

tt 12 68% 57% 98%+ % 
141 51 11% « 11%- % 

18 301 M 23% 91 + % 
38 738 18% «4 18%+ % 

73 m tt% 17% «%+ % 
11 tt *4% 14% 74%- % 

211 25% 94% a - % 

n is i8% «% «%- % 

71081 2% 2% 2% “MS 

m « ft a 8 

38* 8% S% ft- % 

39 4% 4 4 - % 

2334 33 32% 32%+ % 

MD 18. 14% 18 + % 

ta ft ft ft . 

25 2108 20% tt% tt%- % 
279 4461 u38 98% 98% - % 

7 8* 14. W% tt% 

■ MS 29% 27% 28%+ % 

’At 

tttttt h% w% nh- \ 

8 91 tt% 13% t3% . 

21 840 14 18% tt%- % 

18 N 78% tt% tt% . 

44 1481 8 7% 8 - % 

tt 48 22% 22 tt. +»% 

IT 48 15% 75 18%+ % 

tt 211 11% 11% 11%“ % 

9«n 20 18% 20 + % 

054 38. »% 29%+ % 

90 280 U% 17% tt. - % 

11 32 74% 74% 74% - % 

34 9 44 43% 44 

74 888 IS 74% 74%- % 

428 26% 64% « 4+ % 

« 18% 18% »%- % 

8 21 ffl% 21% 21%-i 

19 M4 87% 87 37%+ % 

18 88 36% JB% 35% 

12 747 21% 81% 21% . 

30 218 21% 21% 21 %“ % 

21 842 8 8% 9 

118 14% 14 74 - % 

S'STaJJj c& »$+ % 
Jt ^ % % 

U BO 1ft S 13% . 

22 483025% 23% 24%+ % 
18 178 10% 70% W% 

42 1833 tt BW 18%+ % 

S 11 ft 6% 5%+ % 

11 70 21% 21% 2I%— % 

10 388 18% tt. »% + % 


Of Sou j85b 
DHTfeti 
DM PI 
DS BnolJOa 
DSC 
DakBre 

Dntabn 142 
Dtt8ta> JO 
DaUK 32 
DUbQn JSa 
Dafttaa JO 
DeilCpt 
Dafefta 
DcpOy MB 
Daaca.a J3a 
Dcma 
fX« n«n 

fiftrall n 
ttgilnt 
W**o 
DW 88 
Dlonta 
OrOd AO 
DomBk J3 
DraM 
Dcanr 
Draya ■ 
OngEa-tOa 
Durand 
Dcrfraa JO 
Duff! JO 

ftejf a 
DytsbC 


8 1032 26% 26% 
18 or 11% ii% 

ere b% s 
K ft ft 

* 141 10% M 
3570 7% 3% 

- D-0 - 


5 28 10% 18% «%+ % 

138809 «% «% « + % 

M 9 M% M% «%- % 

12 U8 23% 23 23% - % 

70 319 34% 34 34% 

S « is% 13% US- % 

8 27 tt 27 % tt - % 

14 263 38% 39% »%- % 

12 68 24% X% »%- % 

9930894 93 9% 9%+ % 

637 15% 15% 16% 

8 51 28% 25% 25% 

8 14 **% «% 23% —1 

7 394 10% 810 10 - % 

39 Otl tSi tt% 12J+ % 

8 39 20% a% 

14 408 13% U 13%+ % 

15 989 lfi% 15% 15%+ % 


1003 8% ft 


7 «S7 U% «% >6 + % 

733 2% 1% 2%+ % 

18 2142 17% 17% 17%+ % 
8232C8u67% <E% 96% +1 
« 3 2% 3 + % 

278 18% 18 U -1 
XT 3% 3% ft- % 

IS 12 18% 18 18 

4 are ia% i2\ is - % 

23 B31 7% 7% 7%+ % 

U 20 24 23% 23%- % 

TO 18 18% 18% 10 — % 

1011772 42 41 41% - % 

72 18% 15% «%+ % 

B 71 18% B% tt%- % 

18 1088 12% 11% 12%+ % 

T1 2942 103 31% 12%+ % 

17 9 u27% 20% 27%+ % 

10738* 11% 11% 11% 

tt 44 20% 19% 18% . 

8 17a79% 72% 73 + % 
20 M 71 a 20%+ % 

18 85 15% M% 14% — % 

12 20 88 34% 38 + % 

281188 8% 4% 5%+% 

IBM 11% 12% 12% - % 

19 tt 8% 9% 9%- % 

31 109 7% 7% 7%+ % 

10 764 21% 21% 21%+ % 

1U 28% 28% 29%+ % 

83 »% tt. 28%+ % 

180 16% 76% 75% — % 

7 181 78 17% 17% — % 

tt 10 3S% 34% 35%+ % 

40 983 18% tt tt% 

281143 «% tt 40 + % 

48 104 4% 4% 4%- % 

283 3% 3 1-18 9 1-16—7-16 

?£sa »;s 


Dead 

BinABMOa 


EnspOs .13 
CtaO J8 
Enwre 
Enron 
EqflB UD 
EMOB -10B 
Sen MOe 
EvdSuI 


FUeA B -50 
FMtat 
RnNwa 
FWgpp 
FAinBk X 
FatAm 220 
RATO TO) 
FBOb MO 
RCbnf -» 
FCOBm M 
FCamC 120 
ROM* .111 

PCMB L72 

FE* pC2.78a 
FEx(4FZ88 
FBip*OM8 
FBI pM 
FVdMtaJO 
FTfW JOB 
RPnCp J4 
RRBU J8 
nNaura 30 


FS mdB 1 tt 
Flam MO 


FdUoA .13 
RUoB .13 
FatAm UO 
HOMO I 
FMOflO.12 
FartnF JO 
FMFB 30 
Fractal JO 


10 73 2B% tt% 23%- % 
14W9 ft ft I £ 
106*73 14% 14% 14% — % 
15 §89 It 70% t0%- h 

347 4 3% S%- % 

21 158 37% 37 37% 

tt aa 7% 7% 7% 

146 3 2% 2 15-n+l-K 

tt 213 18% K tt 
tt 09 21% 20% 21% - % 
341394 B 20 2S%+ % 

15 8 13 IS IS 

a a« 

**£ a p si-tn 

772 1% 8% 8% 

saa s+% 

if-; s 

73 80 7 ft *W 

7 IS 41 41 41 -1% 

12tt 18% 15% 15 % - % 

5 a ss ». h 

to* 6% 6% 5% 

21 81 13 12% 13 + % 

967 a% 2% 2% +3-18 

3 412 4% 4% 4%+ % 

81 1ft « 18% - % 

9 103 30% 29% =a%- % 
35 81 9% 6% 8%- % 

« 489 179% 174 176% -4 

86 7070 094% 33 34 +1 

10 1827 10% 9% 10 + % 

221880 13% tt% 78% + % 

11 10 7% 7 7 - % 

tttt 2% 115-16 2% 

8 84 8% 8% B%+ % 

16 7820 84% tt 34% 

“itt 8% 8% 8%+ % 
IS 1888 W 13% 18 
32 61 18% 13 »%- % 

15 816418% 18% W%+ % 
48 IIS 25 tt% «4 

a So a « % 

n »si si sits 

41 258 U% IS 15% 
406136 8% 7% 8% + l% 

731 tt% 19% 19% 

0 333 16% 15% «%+ % 
81133 48% « 46%“ % 

1221 13% 12% tt%+ % 

6 a118 tt 25% 26% -1% 
10 tt 18% tt% 78%+ % 
tl 1 1 13 15 tt 

■JSBISE 

9 It 28 84% 26 + % 

S 1156 2% 2% 2% 

tt 7% bV ft- % 

61 tA 11% 11%- % 

796 S% 6% 6% 

4® 3% 3% S%— % 

■ m nW ift ia% - % 

• 4 17% 417% 17% — % 

8 T 13% 13% tt% - % 
tt ttl 25 34 34%- % 

e ms a% a% a%+ % 


9 4 17% 417% 

8 T 13% 13% 
tt SI 25 34 

12 MS 21% 2D% 
12 85 6 ft 
M U 20% W% 
888 2 8 % 8 % 

7 1 38% 28% 

8 a« 32% 82% 

tt T74 23% 23% 
8 137 7 8% 

no* rn ii% ww 

10 8 « 38% 

77 IBB 31% 28% 
8 re 13% 73% 
16 8845-18 4% 

» » ft ft 


27 %+ % 

ak+% 

28% - % 
52% - % 
23% “ % 
T + % 

re + S 

?S:S 

a 

13% 

52%+ % 


3pm prices 

May 18 


CtanFn 244 
Ontaa J3 


Ctzficp MB 
QzBkD L20 
CtdJO A t 
CUW BlJCb 
QyNCa J4 


CcrtaflflO 

MB? AD 
CtaGM 1J6 
CaSCoa J4 
CDkM .K 
Coterea 
Coraak JO 
Cotacal 8.12 
Cnorea.72 
Cemede 2J0 
onBan a n 

CroCk 1J0 

omrek M 

CPvreL 

Crrpdi 

GmpPr 
Cunalir 
QaaR 8 


ttV+^k 

^+-s 

28%+ % 

tV% 


88 10 8% 8%+ % 
4 21% 21% 21%+ % 
re 480 W% 8% ft- % 
tt es 24% 34 *%- % 

7 n m% n ia — % 

a a 4% 4% 4%+ % 

14 M2 22% 22% 32% 

8 17 17 18% 77 

tt 819 18% W% 78 %— % 
“ G“G ““ 

sm Vs 

’ll* 1M» tft+ i 

S a Sr? 

B 168 8% 8% 8%— % 

-is a a v' 
« W ?? 

• 282 tt 22% 22 J- W 

12 Btt 30 »% 18% 

17 8711*0% 29% 38% . 

* al'v* ttt 1&+ \ 

14 85 8% 9 B%— W 

14 30«att 18 tt%+ % 
106 B% 19% 16%- % 
22 206 8% 8% 8%- % 

ttis a 6% 8%+ % 

i m * £ Si-' 

16 274 11% 12% 70% 

786 6% 6 6% 

8 39* 8%d 4% 6 “ % 

6 232 4% 4% *%+ % 


- H-H - 
14 7477 Tl 
8 308 I 
67 18 K 


".'"A , 

ss ssii 

3 5 

22 . 22 %- % 


at SB 21. 22% 22 % — % 

7 611 29% 22% 23 - % 

3* 318 tt 22. 22%- % 

7 75 22% 22% 22% 

» •% 8 6% 

tt 2*0 u28 22% 22%+ % 
4 727 7% T% 7% — % 

SB 202 U% 16% 75% — % 
21 699 tt% 17% 18%+ % 
tttt ft 8% 8%+ % 

141586 73% 74% M%— % 
M 4228 013% 72% tt .+ % 
9 49 12 11% 11%- % 

8 13 74% 74% 14%+% 

141310 14% «% »%- % 

78 17 tt% 37% 38%+ % 

7 742 15% n% n% 

788 67% 38% 37 

100220 7 0% 7 + % 


78 17 tt 

7 742 tt 
788 87! 

100220 7 ... ... 

18 18 15. W% tt%- % 

tt tt 74% 14% 74% - % 
» « 81 ft 3%+ % 

tt 84 23% 22% tt. 

48 24% 23% tt%- % 
W 30 22 21% 21% . 

B<152 88 37% 18 - % 

S UB 2%2 9-U29-J5-+16 
8DT178 19% 10% tt%- % 
tt 224 19% 19% tt% 

W 100 12 11% 11%- % 

11 137 8% 5% 8%+ % 

30 387 10% 0% 10 

23 2 38% 38% 30% 

41 27* 6% 6% 8%- % 

TO OS’ 4% 4% 4%- % 

831 7% 7% 7% — % 

431 4% 4 4 

» 297 22% 21% 22. + % 

8 357 17% 17% 17% 

10 133 17% 17 17% - % 

34 230 11% 11% 11%+ % 
tt n 69-15 ft 6%-9-W 

2*23 2% 2 7-18 2% , 

26 78 8 8% 8 + % 

12 570 13 12% 13 +% 

7 211 24% 24% 24%+ % 

77 37* 22% 13% B%- \ 
« 9% 9% 8%— MO 

207 42 14% tt% 14% . 

a sac tt w% T*% - % 
4*0 17% 19% 17 - % 
B 56 21 20% 21 

STM ft ft B%+ % 

W 490 17% 16 17%+ % 

11 8 45. 42. 43 +% 

16 117 8% 7% T%— % 

11 10 9% 9% 9% 

231378 14% U% 14% 

735 13% 13% 13%- % 

11 W 8% «% 8%- 5 

tt 276 7% 7% 7%- % 

16 38 tt 25% 23% 

81323 6% 8. B%+ % 

43 SB 12% C% 12%- % 

19 16287 44% 43% 44%" }» 

785 tt% 21% «%'% 

27 147 0% I 6 — % 

11 137 18 «% 16% - % 

H 402 37 35% 37 + 5 

337 U% W tt%+ % 
11 792 17 W «%“ H 
WtaSB tt% ». »%+ % 

4S7 5% 8% 5%+ % 

tt 7S2 22% 22% 22% 

W 139 7% 7% 7%+ % 
m 7% d6 < 7%- % 

23 tt 58% 57% ®}* +1 ? 
Base 35% 35%“ % 


5HB ft 
30 1178 tt% 
tt 224 19% 
W TOO 12 
11 137 8% 
38 337 10% 
23 2 38% 

41 276 8% 
10 83' 4% 
3*1 7% 

431 4% 

W 197 22% 
8 357 17% 
18 138 17% 
34 2SI 11% 
tt n 68-16 


10 385 tt 
43 3*8 tt! 
27 287 7 
12 111 17! 

zns ii: 


115 
*1% 2»%- % 
18 »%+ % 

im 


n% ii 

V% iX 

sc " re? 

30 TT 29% tt% 
7# #11 11% 10% 
IS 158 ■ 7% 

M 198 3 2 tttt 

17 HI 41% 40% 

18 498 6% 5% 

87 1473 20% 20% 
29 2 23 tt 

1797*2 23% 22% 
S3 529 |K 23% 
10 S9 38% tt 

7 38 15% 15 
7S7 16 17% 

25 96 «% 13 

22 330 3% 3% 

tttttt 23% 23% 

1(9 12% tZ% 
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WORLD STOCK MARKETS 


AMERICA 


Dow trades calmly after 
Monday’s record high 


FINANCIAL TIMES Wednesday May 16 1990 

Hels inki awaits signs of sustained recovery 

Enrique Tessieri examines economic history, and the reaction of equities in Finland 


Wall Street 

THE excitement on Wall Street 
abated yesterday, with equities 
trading In a narrowly mix ed 
range after two days of strong 
gains and record highs, writes 
Karen Zagor in New York. 

The stock market overcame 
pressure from profit-taking in 
Hie morning, with the Dow 
Jones Industrial Average mov- 
ing higher at lunchtime after 
moving about 14 points lower 
earlier In the day. 

At 2pm, the Dow was up 2L54 
at 2,824.07 after falling 14 
points early in the day. On 
Monday, the Dow closed at an 
all-time high of 222L53, up 
19.95 on the previous close. 
Among broader market indi- 
ces, the Standard & Poor’s 500 
was off 0.16 at 35429 at 1.30pm. 

Volume on the New York 
Stock Exchange was fairly 
active, with more than 116-2m 
shares changing hands by 
mid-day. On the big board, 
declines outpaced advances by 
a ratio of four to three. 

The stock market shook off 
its early decline in spite of 
weakness in the bond market, 
where the Treasury's bench- 
mark 30-year bond was down A 
of a point at 101£ to yield 8.6 
per cent. 

Neither equities nor bonds 
were impressed by yesterday's 
news that industrial output in 
April was 0.4 per cent lower. 
Excluding auto-related mann- 

ASIA PACIFIC 


factoring, April’s industrial 
output was essentially flat, but 
this was not enough to prompt 
the Federal Reserve to ease 
monetary policy. 

Blue chip issues bad a mixed 
morning. IBM gained $% to 
$114%, Philip Morris slid $% to 
$44%, American Telephone ft 
Telegraph fell $% to $42% and 
USX was unchanged at $34%. 

Duke Power and Central Ill- 
inois Public Service were both 
active yesterday morning in 
dividend-related trading by 
Institutions. Duke added 9% to 
$55% and Central fell 

$% to $21%. Niagara Mow- 
hawk, another utility issue, 
rose $% to $14%. 

News Carp fell $% to $15% 
after the company reported a 
53 per cent drop in operating 
income for the first nine 
months. 

Nike jumped $2% to $74% in 
over-the-counter trading after 
an analyst repeated a buy 
recommendation, and gave a 
six to 32 month price ta r ge t of 
$86 for Nike issues. The com- 
pany is expected to report its 
year-end earnings on July 9. 

DurrFfllauer Medical lost $1 
to $21 on higher-than- usual vol- 
ume althou gh there were no 
corporate developments or 
news to explain the movement. 

Standard Microsystems 
added $% to $7% in active, 
over-the-counter trading. 

In the biotechnology sector, 
American General rose $1% to 
$67. Investors expect a positive 


presentation of clinical data on 
the company's white blood cell 
stimulating factor at a meeting 
of the American Society of 
Clinical Oncology next week. 
In the same sector, Cytogen 
added $% to $7, Imnmnex was 
unchanged at $17% and Cetns 
slipped $% to $15%. 

Shares in Eagle-Picher 
plunged for a second day in 
active trading after an analyst 
removed the stock from a rec- 
ommended list In New York 
Stock Exchange composite 
trading, the issue was down 
$% at $3%. 

Canada 

TORONTO steadied by midday 
after profit-taking depressed 
the market in early trade, leav- 
ing the TSE composite index 
21.7 lower at 3£0£& The TSE 
composite fell 2L7 to 32018 on 
volume of 13.76. Declines led 
advances 273 to 156. 

Metal shares drifted lower 
following a alight fall in most 
metal prices, analysts said. 
Alcan Aluminium fell C$% to 
C$5%, Inco slipped C$% to 
C$30% and Cominco dropped 
C$1 to C$25%. 

US economic figures released 
earlier had no effect on the 
market, analysts said. Inves- 
tors are zeroing in on US con- 
sumer price index figures to be 
released later this week, but 
they also fear that Canadian 
corporate second quarter earn- 
ings will be weaker. 


Profit motive outweighs 
enthusiasm for the yen 


Tofcyo 

ENTHUSIASM generated by 
the stronger yen was slightly 
outweighed yesterday by prof- 
it-taking, and renewed concern 
about the market's rapid rise. 
Share prices were mi«d with 
the Nikkei index falling 
slightly . lower while the 
broader Topix index saw a 
moderate gain, writes Micfayo 
Nakamoto in Tokyo. 

The Nikkei rose to a high of 
32,323.30 in intraday trading 
but enthusiasm fizzled out 
later, taking it below 32200 to 
close with a loss of 4513. at 
3L097D4. The low for the day 
was 3188821 

Advances outnumbered 
declines by 642 to 347 with 139 
were unchanged, awI turnover 
rose to 900m shares from 800m 
on Monday. The Topix index of 
all listed stocks posted an 
advance of 8.46 to 2298.78 and, 
in London, the ISE/NUckaL 50 
index rose 027 to 1,78823. 

Fear of overheating and an 
urge to take profits balanced 
optimistm stemming from the 
rise in the yen and an 
improved, but stm slightly sus- 
pect bond market. While 
domestic interest rates have 
been coming down, there was 
widespread agreement that the 
Bank of Japan would keep a 
tight grip on monetary policy, 
said Mr Charles Lambert at 
Jardine Fleming. The yen’s 
rise against the dollar was 
encouraging, but there was 
still some doubt whether it 
could maintain its recent 
strength. 

The longer-term outlook for 
the market was still bright for 
many analysts. The Nikkei has 
safely passed the 31,640 level, 
which represents a recovery of 
one-third of its loss from last 
year’s high. The next immedi- 
ate target for the market is to 
recover half of its loss, which 
would take it to 33,459. 


The yen’s advance continued 
to focus attention an domestic 
demand. Big steels, heavy 
industrials and utilities were 
popular again an the grounds 
that a stronger yen reduces 
their total Interest rate burden. 
While Nippon Steel, second in 
volume with 44.4m shares, 
closed unchanged at YB29, Nls- 
«Hfti steel added Y40 to Y966 
and Ishikawajlma Harima 
Heavy Industries climbed Y30 
to Yiaoa 

Daiwa House's announce- 
ment of a 43.6 per cent rise in 
recurring profits, for the term 
ending March 1990, triggered 
enthmd wgm for Tinnatog fs g gew- 
Daiwa House, which expects 
recurring profit for the year to 
1991 to post an increase of 26 
percent and set a seventh con- 
secutive record high, gained 
YlOOto Y2^50- 

Special situations were also 
in the limelight. Honan Paper, 
which has attracted attention 
<m rumours that a well known 
speculative group was buying 
into the issue, gained Y350 to 
Y2^00. Kurabo Industries, a 
textile maker, had also risen 
strongly on news of specula- 
tive buying, but after rising 
Y36 to Y1J03O ft dosed down Y3 
at Y99L Kurabo was third most 
actively traded with 19.4m 
shares. 

Buying across the board took 
share prices in Osaka higher 
for the eighth consecutive trad- 
ing session. The OSE average 
closed with a gain of 148.62 at 
3168&38. V o l u m e rose to 79.4m 
shares from 763m on 

Mon day. 

Roundup 

WALL Street’s record close 
failed to have a lasting impact 
an Pacific Him markets which 
were more concerned with 
matters closer to home. 

HONG SONG declined as 
political worries dampened 
early gains inspired by Wall 


Street The Hang Seng Index 
fell 1L3S to 2^65.09. Turnover 
was steady at HK$L19hn. 

Possible unrest on the first 
annivers ar y of the Jane 4 kill- 
ings in Peking and worries 
that the US Congress might 
vote to end China’s MEN sta- 
tus hung over the market 
Rumours that a local newspa- 
per planned to run an open 
protest letter to Pricing’s lead- 
ership from the former top Chi- 
nese representative In Hong 
Kong; Xn Jiatun, who is now 
in the US, also unnerved inves- 
tors. 

Jardine Matheson, which 
announced last week that it 
would list its shares in London 
and Luxembourg, rose 50 cents 
to HKS29.7D. 

■ w ? w ZEALAND was 
inspired at the start but came 
off on profit-taking. The Bar- 
days index dosed 633 higher 
at 1,754.75 against an intraday 
high of 1,763.00. Turnover 
jumped to 40.7m shares or 
NZ$3 1.1m from 12.8m or 
NZ$21.5m, inflated by 26m 
shares traded in Restech, the 
sm all reso urces concern. 

AUSTRALIA retr e a ted after 
Monday’s rally as profit-taking 
set in and a stronger domestic 
dollar hit resources stocks. The 
All Ordinaries dosed down 9.4 
at L507B, near the day’s low. 
Turnover ML to 82m shares or 
A$203xn from Monday's high 
level of 103m shares or 
A$355m. 

SEOUL extended its losses to 
10.4 per emit ervetsix consecu- 
tive sessions as workers at 
Hyundai Motor, the co untry’ s 
largest car manufacturer, went 
on indefinite strike. The com- 
posite index lost 9.68 to 724.76. 

TAIWAN rebounded after 
five sessions of losses, the 
weighted index recovering 
29153 to 8,56925. SINGAPORE 
eased on profit-taking after 
seven days of gains, the Straits 
Times industrial t nfta: clo sin g 
521 lower at L530S6. 


T HE HELSINKI Stock 
E xch ange has firmed 
over the past two days, 
apparently seeing a recovery of 
overseas interest, but it has 
been unable to mount a sus- 
tained recovery since the eco- 
nomic shocks erf late last sum- 
mer. Last Friday, the Unftas 
all-share index registered a 
new 1990 low of 5622 against a 
high of 6772 during a rally in 
January, when a number of 
European bourses hit their 
hi ghs for the year. 

The Unites peaked for 1989 
at 815 j 8 on April 18, bat it had 
run Into real trouble by Sep- 
tember, when share prices 
went into a nosedive on the 
deterioration in Finland’s econ- 
omy. The trade deficit for that 
month was much larger than 
expected at FM2.28ba, against 
FM380m for the eight months 
to July; for the full year, the 
deficit widened to FM5.50bn 
from a surplus of FM783m in 
1988. 

Other bleak economic indica- 
tors undermined confidence: 
inflation rosefrom 5 to 62 per 

EUROPE 


i** pt h wring the course of 1989; 
it escalated again, to around 
7% per cent m January and 
February this year but it has 
subsided a little since then, to 
&5 per cent in March and 6L2 
per cent in April. 

There are other indications 
of improvement. Helsinki inter- 
h ank offered rates (Hellbor) 
climb ed to more than 16 per 
cent by the end of last year, 
but they have been in decline 
since March, and are down to 
around 13 per emit today. 

But the stock exchange has 
been slow to follow. According 
to one Helsinki broker. "The 
big players have pulled out, 
and the market haa been char- 
acterised by distress selling." 

"Money just ran out and the 
big players, like the insurance 
companies , are short of liquid- 
ity. They would rather invest 
in foreign stocks, bonds or 
probably in real estate instead 
of tiie local stock market,” says 
Mr Raul Lardot, a broker for 
a wwirfriM stockbroker. 

Mr Lardot believes that the 
market may pick up this 


autumn. "It's going to be a 
very quiet summer. Company 


June will be r iiw^p i Md^iLi iig ’,** be 

pdrinf . . 

The market may peed time 
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for a reappraisal. During the. 
stock-market boom years of 
1987-88, banks were making 
hefty pro fits from the HrininM 
Stock Exchange, and from real 
estate. Financial mwaBartm i 


helped raise real estate prices 
in Finland by 36 per cent in 
1988. 

High interest rates put an 
end to the real estate and stock 

market boom. Finnish banks, 
which were hit hard by high 
Interest rates, also saw their 
1989 results undermined by 
deb t writeo ffs, which surged to 
FML6bn in 1989. 

They now have the opportu- 
nity to adjust. "Since banks 
cannot expect to make big 
sums of money from the stock 
market or real e st ate, they will 
have to lower overheads," said 
Mr Stefan BjSrkman, of the 
Helsinki-based Arctos. 

Mr Roar Nilsen, an analyst 
for Unites Securities, the coun- 
try's largest stockbroking 
house, offers a straw: "If the 
haulm pull OUt of the Stock 

Tnarfrpt, someone will have to 
fill their place. I believe that 
the Government may be forced 
to liberalise [foreign sharehold- 
ing restrictions] if it wants 
more foreign capital to come to 
Finlan d," he says. 

However, this may be a 


medium term pros pec t, with 
parliamentary elections due in 
Match 199L In the meantime, 
volume is expected to drop sig- 
nificantly this year, and trad- 
ing could be characterised by 
erratic fluctuations. 

Both Unites Securities and 
Selin believe that the Helsinki 
Stock Exchange will see some 
stimulus from the important 
structural changes which Finn- 
ish industry will have to 
undergo in the face of 1992. 

Last January. Metsa-Serla, 
one of Finlan d’s largest forest 
groups, bought aggressively 
into United Paper Mills (UPM), 
another large forest company. 
On January 18, volume 
reached an all-time high for 
the year of FMl.44bn. 

Around then, for a few short, 
sweet days, the Helsinki Stock 
exchange left much of Europe 
in its wake. Yesterday, at 
much, lower levels, the Unites 
index closed 2.3 higher last 
night at 566.0 with most inter- 
est focused on free shares, 
i ndicating some improvement 
in foreign interest. 


Scandinavia pauses after sprinting ahead 


BOURSES were mwmd to lower 
yesterday. Nordic markets con- 
solidated after their hefty rises, 
while international investors 
hunted for bargains in Bel- 
gium. Madrid, meanwhile, was 
closed for a bank holiday, 
writes Our Markets Stqff. 

STOCKHOLM was not 
excited by a lower than expec- 
ted inflation figure for April 
and closed lower on profittak- 
ing: “After such a strong rise it 
Is not surprising that we 
should have a weaker day. 
There is a reluctance to posh 
the market further,” one ana- 
lyst said. The Aff&rsvfirlden 
general index fell 3.5 to 1^205 
on lower turnover of SKr297m. 

Ericsson, which has spear- 
headed the recent rally, saw its 
free B shares fail SKr22 to 
SKrlJ)58 while Astra, due to 
present its first quarter resnlte 
today, lost SKr8 to SKr472. 
Nobel Industrier shares were 
steady at SKrl84 after its sub- 
sidiary, Pharos, said that it 
would issue new shares worth 
SKrlbn to buy Spectra Physics 
of the US from Cflra-Gelgy. 

OSLO succumbed to profit- 
taking; with the all-share index 
faning 5.88 to 64L29 on turn- 
over of NKr407m_ Norsk Hydro 
was d own NKrt to NKr2032- 

FRANKFURT saw D aimle r 
drop DM14 to DM832 on a 12 
per cent drop in 1989 earnings 
per share while Deutsche Bank 
rose DM220 to DM792 in antici- 
pation of good news from its 
shareholders’ meeting today. 

Dresdner added DM4J50 to 
DM430, m spite of another rise 
In the Bundesbank's average 
bond yield, from 826 to 822 per 
cent for a rise of 13 basis paints 
since the unseating of the CDU 
in Lower Saxony. 

However, says Mr Werner 
Wanke, head of securities at B. 
Metzler in Frankfurt, the word 
is that banking margins are 
unchanged to slightly better 
this year; he also feels that the 
hood market Is actually hold- 
ing quite well against negative 
i wnrrimpnfiatinns from th e U K. 
France and the US. 

Generally, share prices 
closed above their lows, the 
DAZ index easing 9.08 points 
to 185125, after a fall of 520 to 
78L59 in the FAZ at midses- 

SOUTH AFRICA 

JOHANNESBURG fell as the 
gold price dropped and in ters- 
est in platinum shares waned. 
Vaal Reefs fell R13 to R320 
and Rustenberg came off highs 
of R90.75 to close 50 cents 
lower at 89.50. The overall 
Index lost 18 at 3,182. 


sum. Volume rose to DMSJSbti 
from DM£3hiL . 

Retailing - stocks were 
sharply higher, helped by buy 

rpomrimoriflntinns from British 

analysts. Horten jumped DM14 
to DM282 while Karstadt and 

TCanfhnf gg(j | dfaihwl DMg fa) 

D M686 and DM678 respectively. 

ZURICH followed Frankfurt 
again, the Credit Suisse index 
dipping another 11 to 62(18 on 
profit- taking after last week's 
rise of more than 5 per cent. 

In banking, Union Dank led 
the sector lower with a decline 
of SFr50 to SFr3£9(L Insurance 
shares fell overall, with Swiss 
Re SFrlOO lower at SFr3,160 
and, in engineering; Schindler 
eased a token SFr25 to SFr6,900 
In spite of a forecast of better 
results this year. 

PARES was concerned by a 
sharp rise in call money rates 
even though the rise was attri- 
buted to tightness in the 
money market at the end of 
the official banking month. The 
CAC 40 index fell 19.47 to 
2,070.67, near the day’s lows 
and turnover was around 
FFr2bn. 

Lafarge, the building materi- 
als company, was the most 


actively traded stock following 
a positive presentati on to Lon- 
don fond managers. The stock 
closed FFr17:90 higher at 
FFr46340, with lsi.620 shares 
changing hands. Peugeot, on 
the other famd, fan FFr25 to 
FFr843, with 209,600 shares 
traded. One -London broker 
associated the sell-off with 
remarks by Renault's chair- 
man that the boom years for 
the French car market were 
over and with Daimler's 12 par 
cert drop to earnings per shire 

for 1989. 

Hachette bounced back after 
its recent losses and dosed 
FFr16 higher at FFr448. Inves- 
tors were encouraged by news 
that Hachette was putting 
Woman’s Day, the largest cir- 
culation ma pBiw to America, 
up for sale to a bid to reduce 
its gearing and concentrate 
more on niche publications. 
TFl, the tv station, rose 
FFr720 to FFr837 after report- 
ing a rise to 1989 net profits 
and saying it wanted Its main 
shareholder, Bonygues, to raise 
its stake to 33 per cent from 25 
per cent. 

AMSTERDAM closed sHghtly 
Srmw to thin volume an the 


back of Wall Street’s gains and 
on speculation that the Dutch 
central ' -bank would take 
advantage of the weak D-Mark 
to lower its interest rates. The 
CBS Tendency index was 0.1 
highly at 117.9. 

Unilever fell 30 cents to 
FI 148.30 on profit-taking fol- 
lowing its gains of FL 4.7 on 
Monday. Philips was 10 cents 
higher at FL3320 on news of 
draconian measures to restore 
profitability. “There will be a 
lot more unpleasant news from 
Philips, not to mention labour 
relations problems later on," 
one analyst said, adding that 
its first half result could be at 
least as bad as the first quar- 
ter. 

The road haulier, Frans 
Maas, foil FL4 to FL 116.00 
after announcing a one-for- 
eight rights issue to finance 
the acquisition of a West Ger- 
man company. 

MILAN closed higher at the 
end of the May trading 
account, with banks and tele- 
communication stocks rising in 
particular. Volumes wee esti- 
mated at around L240bn which, 
some brokers felt, was not 
enough to fuel a serious rally 


in the new account. The Comit 
index rose 52 4 to 709.76. 

Among the blue-chips, 
Mediobanca rose L750 to 
t .yi,6no on foreign buying. Stet 
jumped L120 to L6.065 while 
SIP rose L54 to LI, 730. A report 
by James Capel on the Italian 
telecommunications industry 
fovours Stet as the best 
all-round investment, given its 
solid record of growth, its sur- 
plus cash flows and the 25 per 
cent rise in its dividend. Cam- 
fin, a manufacturer of gas and 
all tubes, jumped 52 per cent 
or L235 to 14600 as buy orders 
hit a narrow market. 

BRUSSELS was rediscovered 
by foreign investors. Volume 
was a strong BFrSOGm and cen- 
tred on blue-chips. The cash 
market index rose 44.39 to 
64.6620. Utilities were bought 
for their dividends due to be 
paid next week. Intercom 
gained BFr25 to BFrt.570 and 
Ebes rose BFrSO to BFtt.420. 

COPENHAGEN saw shares 
to the pharmaceutical com- 
pany, Novo Nordisk, jump 
DKrl2 to DKr289 after better 
than expected first quarter 
rosults. But most Danish 
shaxtes were quietly mixed. 


IF YOU WANT TO KNOW HOW FAST 
INTERMODAL TRANSPORT CAN BE, 
TRY AND CATCH THIS MAN 
cr call CMB TRANSPORT 
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...only all-round specialists reach the finishing line. 
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NATIONAL AND 
REGIONAL MARKETS 

Figures In parentheses 
show number of stocks 
per grouping 

Australia (81) 

Austria (19) 

Belgium (81) 

Canada (120) 

Denmark (34) 

Finland (26) 

Franca (125) 

West Germany (93) 

Hong Kong (48) 

Ireland (17) 

Italy (96) 

Japan (454) — 

Malaysia (35) 

Mexico (13) — 

Nether I and (43) 

New Zealand (17). 

Norway (23V—. 

Singapore (25)_ 

South Africa (60) 

Spain (42) 

Sweden (35) 

Switzerland (66) — 

United Kingdom (306) 

USA (537) 

Europe (966). 

Nordfc (118) 

Pacific Basin (660) 

Euro-Pacific (1646) — 

North America (657) .. 

Europe Ex. UK (880) 

Pacific Ex. Japan (206). _ 


World EX. US (1839) 

World Ex. UK (2070) 

World Ex. So. Ai. (2318). 
World Ex. Japan (1922)„ 
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This is Fetei; a profes- 
sional athlete, one of very few 
who can held his own in dif- 
ferent disciplines, and 'em all 
kinds of terrain. A true 
all-rounder — just Kke CMB 
TRANSPORT. 

As an intexmodal trans- 
port group, CMB TRANSPORT 
is THE spedalist in combined 
cargo transport at sea, on land 
and in the air in the north-south 
trades. 

' CMB TRANSPORT has 
its own fleet of ships adapted to 
contemporary needs, as well as 
its own worldwide network of 
service centres. 


Add to this its own fleet 
of road haulage vehicles for 
inland transport in Europe or 
overseas, ana the result is an 
extreme^ efficient door-to-door 
service. A service that is guar- 
anteed from the most northerly 
to.the most southerly comers of 
the world. 

Customer-designed 
transport we call (hat And 
ahvayswithin your deadlines. 
Always within the price you've 


As an all-round athlete, 
Peter - like CMB TRANSPORT, 
recognises the importance of 
speed, flexibility and knowl- 
edge of the terrain. To save you 
an exhausting marathon please 
contact us. 


Speed* flexibility and 

lmow!‘ ga of the market terrain 
are our advantages. We spare 
no effort, in arty situation. ■ 
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Head Office: 

CMB s .a. - Mar 1, 
B-2000 Antwerpen 
TeL: 32322331.11 
Fax: 3Z3.223.2188 
Tlx: 72304 


Local Agent: 

Aseco uKLtd. - Orbital House, 
20 Eastern Road, 

GB - Romford RM1 3PT Essex 
TeL: 0708.766231 
Fax: 0708.46.835 
Tlx: 8814859 
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The confidence 

/ Kn S^ flowing from the 
y economic growth and 

y ^RSsRSIp introduction of 
■*.’ ^M^^^'-democracy in.South •. 
S Korea in the 1980s has given way to 
v uncertainty and nervousness. John 
; Ridding writes on what is needed to 
achieve a smooth transition to the 
y next stage of development . 

: South Korea’s 
morning after 



A DECADE ago South Korea; 
entered the 1980s with its econ- 
omy cm the Soar; a year ago 
the country was preening as 
one of the world’s most suc- 
cessful economies which had 
also managed to replace dicta- 
torship with democracy and 
stage the Olympic Games to 
boot. South Korea now enters 
the new decade weighed down 
with self-doubt, and struggling 
to fulfil expectations raised by 
the remarkable developments 
of the 1980s. 

A near halving in the eco- 
nomic growth rate last year, 
faltering exports and the enter- 
gence of confHcthie demands 
unleashed bv t w Httrul freedom 
have prompted an erosion of 
confidence after . successive 
years of double digit GNP rises 
and the rapid transition to 
democracy. 

IndnstriaHsta and business- 
men talk darkly of economic 
crisis, pointing to the stalling 
export drive and the sharp fall 
in the stock market. The mid- 
dle and working classes com- . 
plain about soaring land and 
rental costs and the increase in 
crime, while concerns about 
political stability have 
prompted a fundamental 
restruct uring in the party 
political system. 


. . However, Korea’s concerns 
most be put Into perspective. 
Forecast growth this year of 7 
per cent wfll be one of the 
highest in the. world and a 
reduction in . the contribution 
of exports is a natural develop- 
ment in a- maturing economy. 
The flipside of fids trend - the 
strong increase in domestic 
Hftnwmd - reflects the rewards 
of years of sacrifice and a con- 
sumer boom prompted by Kor 1 - 
cans’ new found affluence. 

Politically, the difficulties 
Korea is experiencing in devel- 
oping the institutions th roug h 
which to implement fts new 
found democracy pale beside 

Sia «^hiw i wiiantg marto gfriro 

the first free elections in 1967. 

Furthermore, much of the 
gloom is not to be taken at face 
value. Pessimistic forecasts 
have been Issued with one eye 
firmly fixed on the trade 
iwitom in an to a 

respite from three years of 
Industrial nwart- 
• None the less, many of the 
problems in the economic, 
social and political spheres 
wwmnt he lightly dismissed. In 
all three areas there are diffi- 
cult adjustments, often struc- 
tural, which must be if 
Korea Is to co nth me its record 
of impressive development. 


On the economic front there 
is file sobering realisation that 
the 12 per cent growth rate 
notched up in 1986. 1987 and 
1988 was the result of a special 
set of factors - low wages, 
favourable exchange rates and 
strong temM m its pHnrfpi 
markets. AH three have now 
been reversed, prompting a fall 
in exports, the traditional 
engine of the economy, and 
leaving policy makers and 
industrialists wondering where 
Korea’s comparative advantage 
now lies. 

The Government's response 
has been to revert to triad and 
trusted meas u res. A new cabi- 
net economics team was 

fnirfaUBfl in Mgwh, IwHiliWwg a 

return to growth and export- 
oriented pwHw at Hm* wpwwn 
of emphasis on a m or e equita- 
ble distribution of Korea’s 
wealth. Credit constraints on 

eratea^whlch domiimU^the 
economy, have been eased, 
export finaturing h«« been 
expanded, and the exchange 
late has slipped by about 4 per 
wwt agairwt Su» rtnTUn* — albeit 
of its own accord. 

Such measures, however, 
r ep resen t at best a short-term 
fix. The emergence of low-cost 
competition from south east 


Asia ynnanti South Korea will 
never again be the cheapest 
producer, «md « t to *np fa » to bock 
the underlying economic 
trends may exacerbate rising 
inflation and send file wrong 
signals to industry. - 
The real answer to Korea's 
eo oimnri e challenges lies in a 
combination of Improved effi- 
ciency. better technology and 
the prodnctfam of mare capital- 
intensive and hi ghar quality 
goods. All require a long term 
view on the part of industry, a 

rfinng w in mawagnuflftnt atti- 

tudes among many of the large 


Korea. En te r i ng the 1 980 s, the 
problems it faced were much 
more denoting. Inflation stood 
at more than 20 per cent, suc- 
cessive oil shocks added to a 
yawning trade dpfirit and file 
country laboured under a large 
and growmg external debt 
The differ ence between fl ym 
and now now lies in the politi- 
cal system and the expression 
of pluralistic and often compet- 
ing rtgmanik “ Many of the dif- 
ficulties are the price of democ- 
racy," said one political 
observer. “The Government no 
lmgw has the tight control of 


See back page for map, key facts and 
economic indicators 


companies and, above all, 
investment 

Industry has begun to 
respond and many of the chae- 
bol flagship companies have 
pitMi in 

technology development and 
productivity. Overseas 
operations have m ushr oomed 
in an affa w np f tO SOniOe and 
produce at lower cost and to 
avoid the growing threat of 
protectionism In Korea’s prin- 
cipal n wln rfu 

The need far rapid adjust- 
ment Is nothing new to South 


society and the economy 
enjoyed by previous authoritar- 
ian regimes, and has to accom- 
modate a much broader range 
of demands.' 

However, there are clear 
signs of growing conservativ- 
iam. Public opinion, has shifted 
away from the populism which 

prompted ft* explosion of am. 

flirting interests fallowing the 

hitmitnfffifln of democracy, arid 

dissident groups have lost 
much of their support. Trad e 
unions have generally adopted 
a more conciliatory stance in 


the current spring wage round, 
although the Government’s 
crackdown on industrial dis- 
putes — most evident in the 
storming of a strike at the 
nation’s largest Shi py ard 1asfr 
month - raises the prospect of 
a backlash. 

To retain support the Gov- 
ernment needs to address a 
number of of difficult social 
issues. One of the most press- 
ing is th<> sharp escalation in 
property prices, which has 
raised the prospect of home- 
lessness far many. A series of 
suicides prompted by the issue 
bear testimony to its gravity. 

Mnrp gwnarally , flm widening 

din pa rtty in the distribution of 
wealth, partly the result of 
skewed land ownership pat- 
terns, represents an increas- 
ingly sensitive issue in South 
Korea’s egalitarian society. 

The problem the Govern- 
ment fawt in addressing these 
issues is that the political sys- 
tem itself is still evolving. The 
merger of the ruling party and 

ties hrfei the DeSxxutCT Lib- 
eral Party removed the uncer- 
tainty inherent in a four-party, 
opposition dominated, national 
assembly. 

However, the new body has 
yet to prove its unity, and the 


cm Brg w yy of factionalism fal- 
lowing by-election setbacks has 
raised a question mark over its 

Partly because of this flux in 

pnHlif-gl i milH nHwift there h aa 

been an inconsistency in policy 
formulation and implementa- 
tion. There is a broad feeling 
that the Government lacks 
dear direction. 

None the less, the first half 
of President Roh’s term has 
seen a number of substantial 
achievements. The Utter leg- 
acy of the previous administra- 
tion has been resolved, and the 
creation of the new party pro- 
vides the basis far more con- 
sistent and nfferHv n policies. 

Achievements have also 
been made in the international 
sphere. Arguably most success- 
ful has been Nordpohtik - the 

wrfahlteliTWgwt nf relaWnms with 

socialist countries in an 
attempt to reduce famrinimi on 

the Korean penimmla and to 

establish trade and economic 
links. 

Every month seems to bring 
news of extended di pimwati#- 
ties, and although relations 
with North Korea remain as 
tense as ever, trade and invest- 
ment flows with Eastern 
Europe have flourished. 
Progress has also been made 
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South Koreans have nevar 
had such a variety of goods 
and so much money to spend 


with Korea’s traditional, allies. 
Trade friction with the US has 
eased substantially since 1987 
and 1988 as the bilateral cur- 
rent account imbalance has 
been brought under control. 
Delicate issues such as beef 
imports and access to the Kor- 
ean telecommunications mar- 
ket have been defused, at least 
for the tiraa being. 

On the security front, agree- 
ment has been reached on a 
gradual and partial reduction 
of US forces stationed on the 

peninsula 

A number of difficulties 
remain. Continued deprecia- 
tion of the won 1 b likely to fan 
enduring congressional con- 
cerns about Korean trade prac- 
tices, and the US will closely 
monitor whether Korea 
adheres to its timetable for 
capital market liberalisation. 
At ttie same ttma, the political 
importance of domestic inter- 
est groups will limit the Kor- 
ean Government’s room for 
manoeuvre. 

In international issues, how- 
ever, just as with domestic 
challenges. South Korea has 
shown the ability to adjust. In 
spite of its current fltfffcnttiftfi. 
its record suggests the country 
will emerge stronger from its 

period of restructuring. 
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John Ridding on Seoul’s new-look politics 


DEREGULATION 


In search of a stable system The more liberal future is 

a long time coming 


SINCE President Boh Tae 
Woo’s dramatic announcement 
of free elections in 1987, the 

only constant in South Korean 
politics has been the unex- 
pected. 

This year, the surprise took 
the form of a merger between 
the ruling Democratic Justice 
Party and two of the three 
opposition parties. At a stroke, 
President Boh transformed an 

ppp O Sltlniuln iiiliia IpH national 

assembly into one led by a new 
conservative party with a two- 
thirds majority. 

Notwithstanding the bold- 
ness of the step and the con- 
frontational nature of Korean 
politics over recent years, the 
public response to the creation 
of the new Democratic Liberal 
Party was relatively muted. 

Rallies organised by the 
Party for Peace and Democ- 
racy, the sole remaining oppo- 
sition party, failed to draw 
mass support Most Koreans 
appeared to accept the Govern- 
ment’s died motive of greater 
political stability. 

Dni la. BL — L f ■ a. 


last month, Korean voters 
issued a surprise. By-election 
candidates of the ruling DLP 
suffered setbacks in previously 
solid districts, and a fledg lin g 
opposition group registered an 
impressive debut 

Advocates of the merger 
argue that it was needed to 
provide a broad and strong 
political base from which to 
tackle problems ranging from a 
slowing economy to soaring 
land and rental prices. 

“The four-party system in 
which the Government was In 
a minority could not exercise 
the leadership to cope with the 
rapidly changing environ- 
ment, 1 * said Mr Kim Yong 
Hwan, chief policy maker of 
the DLP. At the «ami> time he 
sees the new party structure as ' 
the first step in aiMBwing two 
of the principal problems in 
Korean politics - regionalism, 
and the predominance of fac- 
tionalism over policy. 

“The three parties are of the 
same Colour in political ideas 
but have been divided by 
regional loyalties and leader- 
ships,” he said, adding that by 
mmhinfng the various parties, 
which draw support from dis- 
tinct geographical areas, the 
importance of regionalism will 
decline in favour of a two-party 
pohcy-orlented system. 

For critics, however, the 





FORECASTING the pace of the 
deregulation of South Korea’s 

financia l mariet ta fs ****** nf Hmt 

country’s great spectator 


PrasMMt Rah TM Woo, confer*, with Kim Jang PD, loft, ioador 
Young Sam, loader of the former RDP on the occasion of the c 
parties srtth the ruling DJP, to form tho new DLP 


r of the former NDRP, and Kbn 
merger of theso two oppo siti on 


merger represents the manoeu- 
vrings of power politics: “The 
opposition parties had no man- 
date for such a move," said one 
opponent of the merger. “It 
just reflects the personal politi- 
cal ambitions of the party lead- 
ers.* 

A more stable party political 
system is also proving elusive. 
The by-election defeats 


latent factional divisions 
w ithin the DLP and a bitter 
struggle for influence between 
Mr Park Chul Un, President 
Rbh Tae Woo’s protdgd, and Mr 
Kim Young Sam, leader of the 
former Reunification Demo- 
cratic Party, the larger of the 
two opposition parties in the 
merger. 

Mr Park has now resigned, 
hut the new party has still to 
prove its unity, and the under- 
lying problem of factional 
rivalry remains. Defections 
from the DLP cannot be ruled 
out, and they would bolster the 
ranks of the opposition parties. 
However, most expect the DLP 
can retain Its parliamentary 
majority at least tmtn the n ex t 
national assembly elections. 

As such, the creation of the 
new party represents skilful 
manoeuvring by President Roh 
and should resolve the prob- 
lems inherent in a minority 
Government The merger may, 
however, exacerbate rather 
than reduce the problems of 
regionalism. The exclusion of 
the PFD, for one thing , is likely 
to heighten the isolation of the 
Cholla region, from which the 
party draws its main support. 

But for Mr Kim D ae Jung, 
the leader of the PPD, political 
success will also be measured 
by his ability to his 

support into other areas. Local 


elections that have been prom- 
ised but delayed provide one 
means, through the votes of 

Cholla’s Em i g r ant s Tn aAHHnn, 

the party is considering form- 
ing a collective leadership with 
representatives from outside 
Cholla province. 

But perhaps the main dupli- 
cation of the merger, the subse- 
quent electoral reverses and 


the ruling camp, is that South 
Korea is still in the process of 
developing a multi-party demo- 
cratic system: “South Koreans 
have succeeded in satisfying 
their demand for democracy,” 
said one political analyst, “but 
they are still developing the 
institutions to put it into prac- 
tice." 

As a result, the political sys- 
tem is still In a state of flux: “It 
will take a while to assimilate 
the different groups within the 
new party,” says one observer. 

The danger is that the con- 
tinuing divisions may delay 
the development and imple- 
mentation of dear policy goals. 
Several reform proposals have 
already been delayed or 
shelved. Including local auton- 
omy elections and reform of 
the National Security Law. 

“There is a feeling that the 
Government does not have a 
consistent set of objectives,” 
says one western diplomat: 
“Ordinary Koreans have not 
seen enough action on matters 
which they care about most, 
such as rent increases and 
inflation.” 

None the less, at the half 
way paint erf Ms term. Presi- 
dent Roh has made several 
substantial achievements. The 
bitter legacy cf the previous 
administration, which domi- 
nated parliamentary business 


for much erf 1988 and 1989, has 
now been effectively resolved. 
In addition, the Government’s 
policy of Nordpolitik, the 
establishment <rf relations with 
socialist countries, has proved 
snccessEbL 

The merger, and the creation 
erf a lanes conservative ruling 
party, also marks a shift in the 
political consensus: “The car- 


period of populism which 
developed after June 1987 and 
in which all the latent interest 
groups asserted their 
demands", said Professor Aim 
Byung Joon of Yenisei Univer- 
sity. But he also argues that 
there Is public support for such 
a shift. 

A similar belief is held by 
Professor Han Sung Joo of 
Korea Un i ve r sity: "We have 
been moving in a cyclical way 
concerning freedom. Recently 
we have headed in one direc- 
tion, which has seen an explo- 
sion in progre ssi ve demands, 
and now the pendulum is mov- 


ing back." 
Such a 


Such a trend has - prompted 
some groups to express con- 
cern about “creeping authori- 
tarianism.” Progressive groups 
and trade unions have felt 
themselves under increased 
pressure and have also found 
themselves factng reduced pub- 
lic support 

In spite of these concerns 
there Is little dispute that the 
underlying situation continues 
to improve: “The pendulum 
cannot move all the way bark,” 
said Professor Han. In just 
three years the Issue has 
shifted from the introduction 
of democracy to its effective 
implementation, and at the i 
beginning of 1987 that could i 
barely have been expected. 


Anyone can play, picking 
from a wide range contrary 
‘evidence to back up one’s 
assessment. The cynic can 
point to the fact that a govern- 
ment w m rmttmpnf In Mftl to 
open the stock market to for- 
eign investors in 1987 was not 
fulfilled, and argue that a simi- 
lar retreat could happen again. 
The optimist can base his 
hopes on the latest government 
promise to liberalise the mar- 
ket hi 1992. 

There are three main liberal- 
isation processes going an, one 
involving the exchange rate, 
another the sccm-Mga mark ets 
ami flie third crnmerning bank- 
ing practice, especially interest 
rate deregulation. The three 
are linked in that it will be 
difficult to achieve open securi- 
ties markets if exchange «tmI 
interest rates r emain frimlateri 
from international trends, but 
the processes seem to be going 
on somewhat Independently. 

The Korean authorities, long 
criticised for maintaining the 
won at an artificially low level, 
last year began a process of 
subjecting the exchange rate to 
market forces by allowing 
banks to set their own rates for 
telegraphic transfers within a 
narrow range. 

Then, on March l this year, a 
so-called “market middi* rate 
exchange rate system” was 
Introduced, in which the rate is 
set each day based on the mid- 
dle rate prevailing the previous 
day. Given the overwhelming 
power of the Bank of Korea in 
the tiny foreign exchange mar- 
ket - average turnover 9200m 
- claims by government lead- 
ers that they can no longer 

faiflneneB tha w riwmg B rata ana 

being treated with scepticism 
at home and 

A first step towards han«ng 
deregulation came in Decem- 
ber, 1968, when ceilings on 
most lending and deposit rates 
for instruments with maturi- 
ties of more than two years 
were lifted. Many, film Mr Nam 
Woo Sang, senior follow at the 
Korea Development Institute, 
argue that the effect of these 
measures has been minimal 


because, in the absence cf total 
deposit rata liberalisation, 
hanks tend to set l oan rates In 
a cartel-like way. 

Mr Lee Ku Jang, director of 
the bank division in the 
finance bureau of the ifinistry 
of Finance disagrees, “ft is true 
that banks charge tip mnue 
rates, but the change gives 
greater bargaining power to 
borrowers,” he says. Omi- 
nously, Mr Lee says there is 
“no specific timetable” for fur- 
ther liberalisation moves, and 
the current anxiety about the 
weakening of the country's 
economy suggests progress 
may be rather slower than 
some people hoped- Tim lifting 

Ominously, there Is 
‘no specific timetable’ 
for further 
liberalisation moves 


of the celling: 031 issues of cer- 
tificates Of np pnwtt nna of the 
items demanded by the US 
Government, is now being con- 
sidered, and the trust business 
wifi be opened to foreign banks 
at some paint, Mr Lee says. 
Other money market instru- 
ments “wifi be permitted in the 
longterm.” 

As for the liberalisation of 
deposit rates, this will be “vary 
difficult." Banks, which are 
already suffering from 
increased competition, might 
not be able to endure the 
squeeze on their spreads if this 
ha ppened quickly. 

The prospects for liberalisa- 
tion of the stock market Look 
brighter. Up to now, foreign 
investors have been prohibited 
from investing directly in the 
Korea Stock Market, mainly 
because of the authorities* fear 
that a flood of inward portfolio 
investment would play havoc 
with the money supply. 
Increasingly strident demands 
from foreigners to be allowed 
to participate in the market 
have been met by the creation 
of a number of investment 
trusts for foreigners. 

Also, a growing number of 
Korean companies have been 
allowed to issue convertible 
bonds overseas, with the implj- 
cation that at a later date, for- 


eigners will become direct 
holders of equities. 

According to the securities 
policy division in the Ministry 
of Finance, resort to indi- 
rect investment vehicles for 
foreigners will continue 
through the rest of this year 
and next year, will proba- 

bly be expanded later this year 
by the issue of so-called match- 
ing funds. The is that the 

three investment trust opera- 
tors will set up ftmds that will 
consist of both foreign and 
Korean securities and be 
offered to both Korean and for- 
eign investors in relatively bat 

flncpd amraintfi. 

The pace of approvals for 
overseas issues is speed in g up 
now that the stock market is 
somewhat depressed and wor- 
ries about excessive demand 
are fading 1 . Dp to the end of 
last year, only seven overseas 
corporate convertible bond 
issues had been approved; this 
year there could be 10 or 12 
securities industry leaders say. 

The pressure to permit direct 
fa ww Hminil wmnn t be held UP 

indefinitely. Early this year, 
flie first of the corporat e con- 
vertible ivwnfa an issue from 
Samsung Electronics in 1985 
whose intended conversion in 
1987 was blocked by the gov- 
ernment, was finally con- 
verted, putting shares of a Kor- 
ean company in foreign hands 
for the first time. Foreign hold- 
ers are, of course, free to sell 
flw ghare g like any other inves- 
tor and can use the proceeds to 

The pace off approvals 
ffor Issues Is speeding 
up now the stock 
market Is depressed 


buy other shares. 

This Is almost certainly the 
pattern that will be followed in 
liberalising the market as a 
whole. Direct Investment 
would only be allowed at a lim- 
ited level at first, and would be 
gradually raised, taking into 
account the state of interest 
rates, foreign exchange rates 
«n«i the general readiness of 
the economy for “intemationr 
ahsation.” 

Securities industry leaders 


believe the MoF will put a 
number of special restraints cm 
foreign investors, such as forc- 
ing them to use their real 
names. Earlier this year the 
government backed away from 
a plan to force Korean Inves- 
tors to use tbeir real names, 
but industry leaders say the 
inconsistency exists in 
japan and causes no problems. 

Foreign investors may also 
be obliged to leave tbeir capital 
with a securities company in a 
low Interest deposit account if 
they liquidate their equity 
holdings. Also, the current ceil- 
ing of 3 per cent holdings by 
any one foreigner will probably 
be maintained, as will the limit 
of 15 per cent on aggregate 
holdings by foreigners of a sin- 
gle company. 

Some companies, of course, 
which are considered of strate- 
gic significance, such as Korea 
Electric Power and Pohang 
Iron ami Steel, will remain off 
limits to foreign investors. 

Moreover, as Mr Yang Cheol 
Ho, managing director of Dong- 
suh Securities points out, the 
government has not committed 
itself to opening the bond and 
money markets to foreigners. 

The other leg of stock mar- 
ket liberalisation concerns 
allowing foreign securities 
companies to nave branch 
offices (with the right to deal 
directly with clients) and to 
gain membership on the Korea 
Stock Exchange. At the 
moment, 24 securities compa- 
nies from six countries have 
r eprese n t a tive offices in Korea.- 
The Government could start to 
allow foreign securities to set 
up branch offices next year, 
but only "a few at a time.” 

Mr Jlnho Chung, chief repre- 
sentative of Prudential-Bache 
Capital Funding in Seoul, 
expects that two companies 
from each of the six countries 
will be invited initially to 
apply for branch status. He 
expects trading capital require- 
ments to be set quite high, and 
that brokers’ activities may be 
limited. 

Stock Exdumge membership 
seems further away, three or 
four years, says Mr Chung - 
“and we will be probably have 
to pay a big premium.” 

Ian Rodger 
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ECONOMIC growth of near l y 7 
per cast a year would hare most 
GovenmMsdteaderaracmgtQti® 

teievisioc stodios to prodaim a 
success rardyequaHed anywhere 
else. hi Sooth Kates, such eco- 
nomic per fo rmance las resulted 
in the most I mport ant ennnnmte 
mtefct era being sacked amid an 
air ctf'Batiaoal despcodeocy and 
Crisis; 

Even by Korean lights, fids is 
an extracaxflnary state of affaire 
But it fa all part of a ra ynpBcH tP d 
piece of theatrical propaganda 
and, Eke thetraditional Korean 
made theatre, it js-tfiffientt for 
o nt sMaB to 

■ Many noneconomic ministers , 
prodded fay big business, have 
spent most of the past year per- 
suading Soudi Korea’s 40m peo- 
ple that they are indeed in the 
throes 6E an economic crisis, 

Uiis strategy has achieved die 
key objectives for the conserva- 
tives in Government and in bfcj 
fciHpTiBfiig unions’ wage demands 
are moderating, strikes are down, 
liberal economic policies and 
attempts to redistribute wealth 
and Income more equitably are 

out The overindulged leaders of 
the country's had i ng ccc gloaner - 
ates have ancceeded in using the 
so-called crisis to force the Gov- 
ernment to abandon radical 
reform, fadiy Bn g the use of real 

iwmao {n finamrial transacUaQB, 

and to make more concretions to 
husmeas to o rder to revive their 
export taet tmea 

The eememy is now Sbdy to 
appear to be bade on track very 
quickly. Talk of crisis will evapo- 
rate. Much, however; wfD have 
been lost during this diarada, 
including some re formin g eco- 
nomic mtofctera, gone before they 
had a chance to prove their liber- 
aliting policies. 


THIS WAS supposed to be a 
landmark yea r tor Korea 
Exchange Bank (KEB), which 
is, along with the Korea Devel- 
opment Bank (KDB), Korea's 
best known bank overseas. 

At Hie end of last year, a law 
turning the Government* 
owned bank into a joint stock 
company was promulgated. 
The bank’s leaders looked for- 
ward to an early sell-off of 
shares by the Bank of Korea 
and Ministry of Finance, 
which hold 97- 5 per cent and 
2-5 per cent of KEB’s equity. 

For the moment, however, 
the deep slump in the Korean 
stock market has put paid, to 
that idea: “In these circum- 
stances, it would be very diffi- 
cult to sell shares," says 
Whang K1 Chang, the new 
KEB chairman: “We hope that 

swing Hmo hi thft kijf, 

stock market conditions wQl 
improve and that they will he 
able to sen." 

For Mr Whang, when rite 


The propaganda surrounding the decline in growth rate could backfire, writes Robin Pauley 

When die molehill really becomes a mountain 


The uroWam is that South 
Korea has become too accus- 
tomed to prosperity bom of tbs 
three tacky tows during foe 1380s 
- lbs tow. value cf the currency, 
tow international c£l prices, and 
low w*Jd interest rates. This 
helped to produce average 
growth rate* of 12JB per cent a 
year, and average growth in 
export volumes of 1S5 per cent a 
year in toe years 1386 tb l988 -! 
growth (and Korean adf esteem) 


.growth was fi.7 pea* pent, half tip 
rate of the previous throe years, 
■ and to likely to be about the same 
in 1900. rate growth rate is sensi- 
tive because 90 per cent of the 
population is aged under 30, aid 
-500,000 new workers enter the 
labour market every year, so offi- 
cials estimate that growth of 
around 7 per cent a year is 
neede d jnst to wwhitem eqraKb- 
yhma (although no explAnation of 
(fate catouhtign fe_ ever forthcem- 


Inflation 





cal boost in 1988 through the 
enormously successful Seoul 
CSynq^e Games. 

Per capita <3NP ahnost doubled 
from USS2J3J in 1988 to In 
: 1988, giving Korea midtOwnccme 

Korea Is accus to med 
to prosperity, boni of the 
three lucky lows of tie 
1980s 


c o untry status.- From 1986 the 
country's axSauic deficits tamed 
fr»fn a nte* * " 11 ** * * account 

ampinses. 

South Koreans got used to 
their country being at the head of 
the world economic growth 
league and. they were nnpre- 
' pared for <*wng fti g « w im< r dr- 
emnstahees and' the- cyclical 
downtips. 

Growth and exports deceler- 
ated rapidly. daring J989. GNP 


privatisation finally occurs, 
there 'will be additional per- 
sonal satisfaction: “I am the 
father of rids bank," he says 
with a smile, referring to its 
beginnings in the 1950s as the 
foreign department of the 
Bonk of Korea. At the time, he 
managed the foreign depart- 
ment in. the central bank, 
although fin had left for tile 
private sector by the time the 
de partm ent was set 19 as the 
KEB in 1967. 

: The bank’s main rule for the 
next decade was to continue to 
operate as Korea's main for- 
eign exchange bank, raising 
- capital in Hn< wnaHmu>i mar- 
kets for the country's industr- 
ialisation and providing trade 
finance for ity mpuhdiBUi. 
Ibis is stffi an important por- 
tion of the bank's business, 
with export related transac- 
tions totalling $l0.4bn last 
year aiwi import transactions 
$7-9bn- ' 

By the «M 1970s, Korea’s 


Experts grew by only 3 per 
cent in 1989 compared with 28 per 
cent i n 196 8 in dnify r terms , aid 
they shran k by 7 per cent com- 
pared with 15 per cent growth in 

1988 in vohune faamq 

The current account surplus 
m from &42bn or 8.4 per cent of 
GNP in 3988 to $5L5fan or 2 per 
cent of GNP in 1909. 

Many analysts agree with the 
assessment of Professor Young 
Soo (Ml at the Korea Develop- 
ment Institute who says the slow- 
down was the result of two fac- 
tors in ftMHwB to the normal 
cycles: a wages explosion of more 
than 20 par cent a year since late 
1987, and the rapid appreciation 
of the won against the US dollar 
. - by a foil 16 per cent in 1968 

alma 

The won appreciated again in 

1989 in spite of the large dollar 


— rsa 
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effect by the won’s appreciation 
a gatr^ foe yen. 

Calculating pnxtactivfty gains, 
wage increases and the currency 
effect together. South Korea’s 

rmtt j nhnnr CQStS in »wwifa*Ji^ 

fog increased by 43 per cent 
between mid 1968 and mkl 1989. 
Since 1987 these costs have 
jnrwqwH &i% fn Korea than in 
any qtfw Asian 

But thfe ronaHtnte a iritis 

of a magnitude necessitating the 

a h mrfrwnwnt rf Ijhwiil and fcp 
aHgfngr aronomit* p olicies, the 
aariririg nf nriwwtoBi and b rphim 

to export-subsidy economic man- 


yen, but has started to depredate 
against foe dollar during I960, a 
gafn which has been more than 


The consensus seems to be: 
“Na" 

Mr Thae Ehwarg of Barings for 
fxampte, says “Ito economy b 
simply going through an inevita- 


ble structural azfiustment ft b 
true the problems are worse 
because large-scale industry, 
frightened off by massive labour 

disruption, ha« not 1*1 invest- 
ing enough and they have not 
ndjngtod (o the fVin-ng p of (he 
three lows fntn the three highs. 

Taiwanese and Japanese com- 
panies Zl *Vda dhia lii w l Biydn d 
modi foster at tU f fa wi t ttnn 
moving off-shore more quickly, 
cutting out all fot, increasing pro- 
ductivity arid competitiveness." 

The Government’s new eco- 
nomic a rpni*, Wtnitiny sack- 
ing ministers, would not help, he 
says. Acceding to pre s su re foam 
the could only worse n 

labour-management relations 
which were in de s pe ra t e need of 
improvement 

There are deatiy some very 


PRIVATISATION 


jya] fflfindtieB within the Korean 
economy, but some seem less 
Bkrfy to be tackled by the new 
arfwymic team than its pwdaces. 
sois. The main need b to upgrade 
Korean industry towards higher 
value-added, top-of-the-range 
goods and away from production 
of tie sort of tow valued-added 
goods which previously gained 
their competitive advantage from 
terra scale production fay cheap 
labour. 

~ ft cannot he achieved without 
higher investment in technology 

and research, in n ovat i ve changes 
to existing technology and man- 
agemaDt,and a more cooperative 
rather than confhmtafHmal rater 
Kn fiqWip between managpwir^t 
and workers. 

Those operations which must 
remain bbou rin teoave need to 
relocate to labour areas 

of south east Asia, and possibly 
south Asia. Competitor nations 
like Japan and Taiwan have been 
foster at tins transfer, estaMfeh- 
ing themselves long before the 
s«itf> Koreans. 

There has also been a danger- 
ous buildup of inflationary ixes- 
suros ami as the Korean economy 
matures and becomes more com- 
plex, the lags get longer. 

The Government unofficially 
estimates in flaH nw as measured 
by the consumer price index to 
be rising at around 3 per cent a 

q nar+pr . an armnaHafli! rate of 12 

per cent Many observers esti- 
mate foe real current q u arterly 


rise to be even more destructive 
at between 4 and s per cod. 

An important foctor has been a 
large and speculat iv e rise in land 
values (up 33 per cent in 19B9X 
property prices and rents (both 
up 15 per cent in 1988), an of 
which are yfifl riamg - rapidly to 
the advantage of the wealthier 
and the ftiiy cf the workers and 
“salarymen." 

Ironically, the haft of the war’s 
a pprec iati on, so desired fay buri- 
nfiss to trip exports, wiUalso fi«d 
inflation as ri<->n^rif^»qrtmtTiptpd 
imparts became mare expensive, 
an unhrtpfnl trend for the cur- 
rent account 

An imputian t area whoa eco- 
nomic policy seems unHkeJy to 

Inflation is imoffitfafly 
estimated to be rising 
at around 3 per cent a 
quarter 


change is the gradual opening of 
tte» Timrlcp^ , Virtually all 

industrial p roduct s are n ow 
exempt foam import res t ricti ons; 
agricultural products remain 
heavily restricted but last year 
the Go ver n men t decided to hber- 
aHse many by 1991 and the target 
of 1997 for the removal of all 
remaining agricuftrual import 
ha w taw f jg unchanged. 

The average level of tariffs, an 
nn|irtife^] ^ i pmnlniitg hupOSCt tor- 


rier. fen firm 23 per cart in 1983 
to 18 per cent to 1988 and 11 per 
cent this year. By 1993 this 
rfmnid be down to 8 per cent, 
comparable to many developed 
Industrial economies. 

About 80 per cent of all pro- 
duction sectors, incl u ding 98 per 
cost of manufacturing, are now 
tef-hnwnv open to foreign direct 
investment Areas which are pro* 
hibited include public u t i li tie s , 
state monopolies and the mass 

yp pdia 

In summary, the South Korean 

Fmymmy was one of the star per- 

fiamers of the 19B0s and last year 
started to experience a sharper 
than desirable downturn, partly 
cyclical, for which it was wholly 
unprepared. 

It was not derailed, however, 


The landmark year that wasn’t 


commercial banks were begin- 
ning to become In terested in 
Inte rnational transactions, 
and competition In this area 
was be came increasingly 
severe, wkb responded by 
developing its own domestic 
business. 

It has done so with remark- 
able speed, and now has 187 
bran ch es around the country, 
almost as many as Mg 
commercial temlcw- which have 
between 210 a nd 28 0 each. 

Last year, KEB’s deposits 
from retail customers aver- 
aged won 912Abn, while loans 
to individual customers 
amounted to only won 184.71m 
of wonS^lObu in total loans. 


kur him e xpand ed in other 
ways. Overseas subslfflaries 
have been set up to enable the 
hanh fa tiptoe into investment 
banking, an area still not open 


Eurobond i™*** 

At home. Its Korea Interna- 
tional Merchant wn*fc (inure ) 
affiliate, established in 1979, 
celebrated its tenth anniver- 


The deep slump In the stock market has put 
paid to the anticipated sell-off off shares by 
the Bank off Korea and Ministry of Finance 


to t— "fc* tit tti> So mati c mar- 
ket because of legislation 
requiring the separation of 
hawiriiig and securities busi- 
ness. 

Last year, KEB Interna- 
tional, its UK subsidiary, par- 
ticipated In underwriting 63 


s ary last year by raising 
wonBAbn in new capital by 
floating its shares on the 
Korea Stock Exchange. 

gRB «Hll holds 30A per cent 
Of KWB, With ftwwwwIiHik 
of West Ger many having. 20.9 
per cent, Hong Kong and 


ghanghot Banking Corp 14 per 
cant, and the Korea Develop- 
ment Rank 8,5 PCT ««t The 
puttie holds 302 percent 

to 1987, in anticipation of 
privatisation, KEB set up a 
credit card subsidiary, KEB 
Credit Serv ices, which has 
tefcwm over KEB's Visa card 
tengfciM in raw, qiwi last 
year it established KEB Leas- 
ing' to tap South Korea’s leas- 
ing market • 

KEB's assets stood at 
won 18,600bn at the mid of 
1989 with total capital of 
won697.5tai. Mr Whang says 
tile bank's capital ratio is Jnst 
over 6 per eent without includ- 
ing any contribution teftwi sur- 


pluses on long-held tradeable 
assets - so It is probably dose 
to, if not at the Bonk for 
International Settlement’s 
gultidtne of 8 per cent 

However, be notes that the 
commercial hmfc« Increased 
their capital through large 
rights issues in the past year 
or so, and he wants to do the 
same: “If the capital base of 
this bank Increases, we will be 
more competitive. This bank 
has not been able to increase 
its capital base because it was 
Government-owned. That is 
tiie mate reason for privatisa- 
tion," he says. 

Mr Whang says his own pri- 
ority, while riirfmiim of the 


sense of the word although 
important and difficult structural 
adjustments axe needed to avoid 
a real crisis. 

Korea's real economic problem, 
exemplified by the crisis propa- 
ganda, the policy U-turn and the 
sabring of economic ministers. Is 
its d an gerous drift towards tak- 
ing a short-term approach. As Mr 
Khwarg says: “What is missing 
in Korea and in lie Korean men- 
tality is patience. Enterprise 
takes only a short-term view of 
what is essentially a long-term 
problem. Bushing an economic 
team out of office shows simple 
impatience. 

“Any team needs two years to 
weak out its Ideas and implement 
ftym The last team was under- 
mined by the chaebol before they 
had a nbam*.. There is a danger- 
ous p«mp of quick-fixers in the 
new *e»m as well as foe conser- 
vatives. Korea has great potential 
but this is not tiie best way to 
reaHse it" , 


bank, win be to develop the 
retail market: "1 plan to 
emphasise the retail side to 
mobilise resources. In order to 
increase our sources of funds, 
we have to penetrate into 
small households." 

To some extent, t h i s may be 
twabteg a virtue out of neces- 
sity. As a result Of privatisa- 
tion, the bunk has lost its near 
exclusive right to issue its own 
debentures, except to roll over 
tiie outstanding stock. 

The bank also seeks to 
become the most, profitable 
bank in Korea, aiming to raise 
net Income from won 42.6bn 
last year to wonlSObn by 
1992. 

That seems rather ambi- 
tions, but Mr Whang may be a 
wv in a harry. According to 
rumours hi Seoul, he is one of 
tiie candidates .to be tiie next 
governor of the central bank. 

Ian Rodger 
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TRADE is what Kona is all 
about Very few countries, 
apart perhaps from the big oil 
exporters, can match Korea 
when it comes to the impor- 
tance of exports to gross 
national product 

Last year, exports of $62-lbn 
amounted to mare than SO per 
cent of GNP. And it is the 
country's extremely rapid 
export growth, in recent years 
that han pnahlwi It to nlimh out 
of the quagmire of excessive 
debt and slow growth in which 
it was stuck a decade ago. 

Thus, it is not surprising 
that the Korean authorities 
have taken fright at the sharp 
slowdown in export growth in 
the past year. Last year's 
exports were only <L8 per cent 
up on 1988 in value terms and 
actually dropped in volume 
tprma This year, only a slight 
improvement is expected. 

The Ml has sparked off a 
lively debate among Korean 
economists about whether the 
country should revert to pro- 
tection! st policies to revive 
exports of low and medium 
value industries or proceed 
with plans aimed at liberalis- 
ing the economy and forcing 
industry to shift to production 
of higher value, more interna- 
tionally competitive, goods. 

So far this year, it appears 
the protectionists have been 
winning the battle. In March, a 
cabinet shuffle resulted in the 
appointment -of a new team of 
economic ministers, who last 
month introduced a package of 
measures to stimulate experts. 
Meanwhile, the won fell a fur- 
ther 4 per cent against the dol- 
lar in the first quarter after 
falling 1.7 per cent between 
April and December last year. 

These signs have caused 
many liberals to fear that the 
Government is turning back to 
the policies of the 1970s and 
early 1980s, when domestic 
markets were tightly closed to 
help domestic manufacturers 
build up their strength. The 
OS, in particular, worries that 
Korea will drag its feet on com- 
mitments. made last year in 
bilateral negotiations to open 
industrial and financial mar- 


Government leaders insist 
they have no intention cf turn- 
ing back the clock: “There will 
he no going back at aD," said 
Mr Park PU Soo, the new Trade 
and Industry Minister. Mr 
Park, a former senior trade and 
industry ministry bureaucrat 
associated with the a ggressiv e 
export promotion policies of 
the 1970s, said Korean compa- 
nies had to move to higher 
value added products and 
invest mere in technology. 

“We have to Import to 
taexeaae the standard of living 
of file people,” he said. “We 


Korea has taken fright at the slowdown in export growth, writes Ian Rodger 

Trade protectionist debate resurfaces 
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need more imports of finished 
goods as well as raw materials. 
In order to do s»i«, minis- 
try should open our markets as 
intended.” There would be no 
attempt to slow imports 
through increases hi red tape, 
he promised. 

Mr Park argued that the new 
measures became necessary 
because the competitiveness of 
Korean industry had been fad- 
ing. Companies had been rest- 
ing on their achieve m ents of 
fim mid-1960s instead of invest- 


ing in new technology. The 
high incidence of labour dis- 
putes in the past two years had 
affected both the quality of 
manufactured goods and 
Korea's reputation abroad. At 
the same rime, thi> liberalisa- 
tion trend had cr eated a per- 
verse anti-performance eQac in 
some quarters; Some people 
thnnght it was more patriotic 
to import than to produce 
things he said. 

- Whether file assessment of 
Mr Park »iMi his colleagues is 


justified remains to be seen. 
US trade officials scoff at 
claims that the Korean econ- 
omy is still fragile, at sug- 
gestions that the US should 
treat the country less aggres- 
sively. However, there is no 
doubt that the environment, 
both at ab road, 

beco me more severe far Kor- 
ean traders. When, the country 
began scoring big trade sur- 
pluses in file iQflQ n, the US 
intensified the pressure far 
market opening measures 


a revaluation of the won 
against the dollar: Korea being 
a mtmH country gnfl flgpHrwfawt 
an the US market far 38 per 
cent of its exports (1987), it had 
little choice but to respond to 
fids pressure. The dollar Ml by 
a quarter against the won 
between the end of 1965 and 
the end of last year and the 
value of ^Tn p n f ta roughly dou- 
bled from $3L6hn in 1966 to 
86L5bn last year. 

Meanwhile, the growing 
wealth of the country was 


creating increasing unrest 
among Koreans .over inequali- 
ties in the di stributio n of that 
wealth. Strikes have been 
widespread in the past two 
years, causing major disrup- 
tions in output. The Korea 
Labour Institute estimates that 
won 7,409hn in outpu t was lost 
in 1988 and 1989 because of 
labour dfa prr fa q, 

The result is tha t man y 
industries are in considerably 
worse shape today than they 
were three years ago. The car 


SOUTH KOREAN euromarket 
instruments, only mnnw 
through which foreign inves- 
tors can gain exposure to Kor- 
ean equity, have been tum- 
bling from their lofty perches. 
Since the end of last year, 
prices and premiums on con- 
vertible bauds, the two closed 
ended funds and investment 
trusts which are open to for- 
eign investors, have fallen 
sharply. Samsung Electron- 
ics’s convertible bonds, the 
first and benchmark Korean 
issue, have seen their pre- 
mium halve «*"<* the middle 
of taut year, albeit to a level of 
about 7® per cent. 

The market's decline has 
resulted from a <*«™ i>i« m Si m nt 
fadwra. On him hnTwi | th» gov- 
ernment’s policy of financial 
UberaBsaUei iw prompted an 
increase in the number aS new 
Issues. Whereas only -two 
issues were allowed in the 
whole of 1989, there were 
three in the first two ««■»*« 
of 1999. Given that scarcity 
value was perhaps the w inr— * 
factor in the astronomical pre- 
miums traditionally en j oyed 
by Korean issuers, a fall in 
price was to be expected. 

At the same time, the 


John Ridding analyses the market's decline 

Tight times for euromarket 


approach at the partial stock 
market opening, scheduled far 
1992, also places downward 
pressure an the issues. “We 
expect same natural erosion of 
p remium s,” says an analyst at 
-a US securities company, 
“although file Hmitwl nyn t ug 
will maintain a scarcity 
value.” Both of ftw fac to r s 
have coincided with a slow- 
down in the growth rate of the 
Korean w w iw y hh a dismal 

pnfnrm anf fiy tlu» nmfarTyfay 

stock market. ■ 

Last year's GNP increase of 
6.7 per cent was well down an 
previous years on the back of 
a sharp fall in exports, the tra- 
dittonal engine of Korea’s eco- 
nomic growth. Bafl ac tia g fids 
slowdown, and a series of pro- 
posed controversial ftw—rfsi 
reforms, the underlying stoc k 
market has moved sharply 
d o w n w ards fids year. At fim 
end of April it recorded its two 
blggest-ever one day losses. 


and by the and of file 
was more than 20 per cent 
bdow its level at the begin- 
ning cf January. 

Tor the M m * bring, interna- 
tional i n ve stors are also find- 
ing better value elsewhere. 
The Malaysian, Thai Indo- 
nesian m a rkets , which are rel- 
atively open to foreign in vest- 


of new ftmds which g ua ra ntee 
a cer tain level of exposure to 
the Xmmh market,” 

Most observers expect a 
strong pick-up in the pefarm- 
ance of file underlying stock 
nutrit^* mi fig partial ope n ing 
in 1992 approaches and this 
should offaet some of the 
expected downward pressure 


Investors are finding better value elsewhere 


merit, have all been offering 
more attractive retuzna. 

In spite of fim dow ntur n in 
the Korean euromarket, 
underlying interest In Korean 
equity remains strong. “The 
economy may have slowed 
down,” says one analyst at a 
US securities company, “but 
most Investors are reasonably 
cunlhhait about its pro s pect s 
and want to have a stater in 
the larger Korean companies. 

“fa addition, there is a boat 


on euromarket premiums. 
They also argue that earanzar- 
- test issues are currently over- 
s old a nd should start to 
recover from fim second fa*w 
of the year. 

For the moment, how ever , 
fim relative weakness of C8s 
and the various funds holds 
important lessons far Korean 
compa nies linking to the 
• Euromarkets to raise ftmds. 

The issue of instruments 
such as co n vertible bonds and 


bonded w ar r ants wwmhw fim 
cheapest means available to 
Korean companies to raise 
finance. However, analysts 
sagas that Korean fesuere will 
have to became lees a ggres si ve 

fa flw term* tfmy iWmanH fr rqn 

invest o rs. 

In March, ftjr exaiaple, Sm- 
sung Electronics was forced to 
postpone n $7 5m bond with 
warrimt issue after having 
cfaag i cto d a aeries of pre aen i a - 
tinna tO t win if Hmial iuvOS- 

t»wf. The reason c ited faer tim 
delay was file d e teriora ti on of 
the Korean euromarket, but 
observe r s also painted to fim 
high premium end hnr wf 
which Samsung was seeking. 

“Korean coiapswlos attach a 
lot of st a tu s and pride to the 

tur m t rf ffaifa k»g M« » 

.analyst with a foreign securi- 
ties company. “B is a Mri of 
machismo contest in which 
was becomin g unreal- 


h practice^ fids means sig- 
nificant portions of the recent 
issues have ended up with fire 
underwr i ters. “The Issues so 
far fids year have not been 
placed well with end Inves- 
tors,” saps Mr FhHHp Ham of 
Schraders, “b ecause fim pric- 
ing has been so aggressive.” 

The postponement of the 
SMwmy Issue may, however, 
inject a note of resHsm. “Sam- 
sung Electronics is one of 
Korea’s highly regarded 
and well-known companies,” 
said a UK hanker. "Smaller 
ami lesser b ■ « « «■ « 
are fikriy to take note.” 

There is same evidence that 
fids is beginning to 
Kolon and Tong Yang* 
Korean textiles companies, 
and dado, fim far company, 
are all reportedly 
lower pEemtoms hi gher 
co u po n s far ewfr forthcoming 


to have realised foreign Inves- 
tors are looking at pricing 
mom carriaHy,” arid a securi- 
ties analyst. “The remit 
should be a resumption of sue- 
cesafal Irenes fin: fim queue of 
companies waiting to tap fim 



fattiwir y is p erhaps hardest hit, 
with exports tu m bl ing 41.7 per 
cent last year to 335JS1 units 
and little recovery .expected 
this year. Up to now. this loss 
of export punch has been com- 
pensated far by very strong 
growth in the domestic market 
(45.8 per cent last year to 
763^08 units), but in the fixture 
competition in the domestic 
■market is likely to increase as 

In file increasingly impor- 
tant electronics sector, the 


story is nrach the same. Pro- 
duction was up 9LS per cent last 
year to $27J3bn but exports 
rose only 5.4 per cent to 
St&fflRL Meanwhile, traditional 
labour intensive industries, 
such as textile and apparel, are 
in structural decSne because of 
competition from developing 
countries. Exports hare been 
declining since 1987. In the 
steel industry, imports are 
expected to exceed exports, as 
foreign makers, especially at 
hot colls, find that the stronger 
won has made their products 
more competitive. 

On the other hand, ship- 
building, which was very hard 
fat hy labour disputes and has 
lost substantial market share 
to Japanese yards, is looking 
up. Export orders were up 230 
per o ff"* in the first quarter of 
fids year to 2J6m tonnes, tak- 
ing the industry’s backlog to 
7.77m tonnes, 37 per cent 
higher than in the same period 
aflast year. This la enough to 
keep the industry busy until 
well into 1992. Also, the foot- 
wear industry continues to 
thrive, with exports up 29£ par 
cent in the first quarter of this 
year to 9848m. 

In recent months, the weak- 
ening of the Japanese yen 
against the won has become a 
fresh worry for the Korean 
authorities. Korea has farm had 
a huge trade deficit with Japan 
- $&99bn last year, up L3 per 
cent from 1988 - ana it has 
been widening this year as the 
weak yen has made Japanese 
goods more competitive. 
im po rt s of consumer goods are 
expected to rise 1L7 per cant in 
the second quarter to gldBbn, 
accordi ng to the Korea Foreign 
Trade Association. 

The outlook, howe ver, is not 
totally gloomy. The KFTA is 
forecasting that exports will 
grow 5A per cent in the second 
im M - t w to ei.Vhn- after a 15 
per r»* n t fan in the first quar- 
ter, and the Government hopes 
that its new measures wfil 
start to have an Impact on 
other sectors in the second 

half 

Also, the co untr y’s recent 
nWi n ria to devrioD trade rela- 
tions with the Soviet Union - 

a l Hinn a h motivated wiaiwly by 

the political desire to create a 
breakthrough fa relations with 
North Korea — could soon 
start helping the trade figures. 
Exports to the Soviet union 
rase 85 per cant to 2208m last 
year, ana are likely to farther 
increase fids year. 

fa March, Hyundai revealed 
It would share in a 35bn petro- 
chemical project in Siberia, 
and a few days later, Seoul 
announced it it would start 
fa nporttag Soviet enriched ura- 
nium for its nuclear power 
reactors:. 
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( SOUTH KOREA 5 ) 


RECENT strikes at the 
nation's largest shipbuilder 
and the state-rim broadcasting 
network^ahd interventtonat 
both by thousands of riot 
polic e; have ahattereiF the rela- 
tive peace of this year's Indus- 
trial dilations environment. 

While these two disputes 
have triggered a series (/sym- 
pat hy stri kes, however many 
observers are Diaintaining the 
view: that the severe tfisrnptkm. 
caused by hidnstrial'iinrest 
over the past three years is 
unlikely to be repeated this 
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One pleceof evidence is the 
failure of a general strike 
called by Cboonoliyop. the rad- 
ical union group, far May Day! 
Further support is given by the 
fact that had econo mi c ne ws , a 
government crackdown on 
union, activity and the weight 
(rf public Opinion mmhhwil to 
cut industrial disputes drasti- 
cally in the first three months 
of this year. - 

However;'.- such optimism is 
weakened by the fact that the 
high season for wage bargain- 
ing has yet to /begin, and that 
while average wage increases 
may be much lower this year, 
the union k are shifting their 
attention to social and political 
issues and. away from pay 
increases. 

This has certainly been the 
case in the disputes at Korea 
Broadcasting System and 
Hyundai Heavy industries. In 
the former, the unions were 
protesting against the govem- 

There Is little 
evidence that 
resentment is 
diminishing 


ment appointment of the com- 
pany president, white' Hyundai 
workers were demanding the 
release of imprisoned union 
leaders. . 

There Is also "no strong evi- 
dence to suggest that workers* 
resentment about what they 
regard as years of exploitation 
prior to democracy is diminish- 
ing; Indead one -union- leader 
says the govern m ent's faflnxe 
to dampen speculation on real 
estate mid stocks by large com- 
panies has left workers feeling 
as hard done by as ever. 

It would be rash to suppose 
that the days of widespread 
industrial strife are already 
over. 

According to the Korea 
Labour Institute, there were 
only ^21 labour-management 
disputes up to mid-March, 
down 74 per cent on the same 
period last year. The Economic 
Planning Board estimates that 
the production losses that 


Creeping complacency about industrial relations has been shattered, writes Peter Wickenden 

High season for pay talks yet to begin 


Workers 


resulted wemdowumore than 
90 per cent In the first two 
months; -.- 
. The Ministry - of Labour 
blames the export slump and 
inflation partly on labour dis- 
putes- last -year; which ted to 
average wage increases of 30 
per cent,,' the loss of 7m work- 
ing. days and cost f6.5bn 
(nearly 4 percent of GNP) in 
lost production. The Federa- 
. tkm of. wimuMn Trades Unions 
attributes the downturn more 
to bad . economic policies, but 
both agree a widespread sense 
of national emergency is now 

TraVfng tTw TTntena fhfrilr twice 

about walking off the Job. . 

A more immediate det e rrent 
fe the government's new pro- 

m ima gwiiimt wfamftp > which has 

landed many, possibly hun- 
dreds, of mtan acthdds tn Jail 
since emergency measures 


Hyundai, where sy>00 workers dashed with police during fee course at toe recent 


were announced late last year. 
"Management says it has 

. |H ir l m * w,l| i to lahemr A h i ui i hI b 

too easily since 1987,” says M r 
Kfan Bong Suk, the VKTU’s 

IuLmum HmmI nfT i Hi ^ ririof ***10 

cod the movement we are see- 
ing much more repressive poU- 
des.” 

These include police inter- 
vention in disputes that are 
ttfl flfap l or violent, the 
prevention of industry-wide 
strikes, and a new resolve not 
to *award back-pay after 
strikes. lUs ”no woriE, no pay” 
principle Is an attempt to 
reduce the length of strikes, 
which has increased over the 
last three yearn in spite of -a 
steady fen in the total number. 
- While these measures aeon 
to have reduced the number of 
strikes, there is the danger of a 
union Imm-hmIi. The strikes 


called in sympathy with Hyun- 
dai and KBS workers, for 
instance, were a protest 
against the tough government 
crackdowns at each. 

The government’s principal 
concern, however . Is to avoid 

fin tW ihwuy to tfm w mnmwy 

from high wage rises and 
industrial, dislocation. Wages 
In iMw^ft rin r i ny industry, 
where the labour movement 
has been most active, grew 19j6 

TKWwmUti nil SO par cant 

test year. As exports dived, 
however, average negotiated 
wage inoeaaes dropped from 
203. per cent in June to 13 per 
cent in November, while pro- 
ductivity increased by only 63 
per cent for the whole year,. 

accord i ng to the KLL 

This year the FKTU Is 
encouraging its members to 
hold out for a 17 to 205 per 


THE INCIDENCE OF 
LABOUR DISPUTES 


Number 

Average 


of strikes 

duration 

1987 

3.748 

5A days 

1968 

13?3 

13 days 

1989 

1.818 

18 days 

Sumac MtaMrjr of UMv | 


cent pay rise, while employers’ 
groups are nwinHng an a maxi- 
mum of 7 per cent, with a cor- 
responding rise in productiv- 
ity- The prospects for «nnh a 
deal took po or, however, since 
the FKTU based its wage 
guidelines on its calculations 
of the minimum cost of ftvftig. 
and finds that average wages 
in <mwmfartn r ii i g industry are 
atm for from adequate. 

Many workers - believe 


PROGRESSION OF THE WAGES BATTLE 



1988 

1889 

1990 

FtcnideaMdSacreanal 

29.3% 

263% 

173% 


BK 

109% 

7% 

Difference 

21.3% 

16l9% 

103% 

Acfne) wage tncreeee 

19.6% 

20% 

12% 

fj ||_|1_ a 

FVIMJLMiiHj HuVUV 

1Z4% 

8l6% 

10% 


employers still owe them a 
number of benefits such as lon- 
ger holidays, tensing and wel- 
fare. "Host unurns are not will- 
ing to increase productivity. 
Companies have always 
enfold far too much profit,” 
says Mr Kim. 

The KLI is forecasting an 
average wage rise of 12 per 
cent with a productivity rise of 
10 per cent for 1990. 


jtoaUstng that housing and 
welfare will be the main issues 
in wage negotiations this year, 
the government baa under- 
taken to build 250,000 fiats for 
workers, of which the first 
6,000 were started in March. 

It will assist in the bmUOxtg 
of r esorts, and of "*"«tinnai 
facilities near factories, says 
Mr Otet Young Choul, Mlnintw 
of Labour. 


In the next two years, the 
KU expects the declining com- 
petitiveness of labour-intensive 
Industry will bring a rise in 
u nemp loyment from the cur- 
rent 2.6 pur cent to about 3.5 
per cent, and that union power 
will begin to wane. Mr Kim 
says this is already the case tn 
the textiles industry, where 
layoffs have been substantial 
It is also the reason why Chon- 
nohyop Is losing support, he 
argues. 

How quickly South Korea 
can develop mature industrial 
relations depends on the will- 
ingness of both sides to com- 
promise and learn the rules of 
the game, says a somewhat 
pessimistic advisor to the Min- 
ister of Labour. Mr Kim con- 
cedes there is no longer a "rul- 
er-subject” relationship, and 
says management (with the 
continued exception of Sam- 
sung, South Korea’s largest 
conglomerate) has come to 
accept t ha t unions have a use- 
ful rote. 

There are two other indica- 
tions that the two sides are 
phawdftning extremes and per- 
haps responding to the Govern- 
ment's appeals that they con- 
sider the national Interest 
The first is a narrowing gap 
between the percentage wage 
hikes recommended by the 
FKTU, and those suggested by 
the employers associations. In 
1988 the difference was as 
much as 21 per cent while this 
year it is down to 103 per cent 
In a new move towards con- 

The KU concedes 
there is no longer a 
‘ruler-subject’ 
relationship 


ciltetfon, the FKTU and the 
Korean Employers Federation 
(tedded hi April to form a com- 
mittee including members of 
the public to discuss wages 
and welfare. 

"Employers do not believe 
our figures for the cost of liv- 
ing and we do not believe the 
government's. This committee 
might solve the problem,” says 
Mr Khn, adding that it could 
eventually tekw on an advisory 
role, like similar bodies in 
Western Europe. 

In what the BU calls an 
epoch-making move, the car 
Industry held this year's wage 
bargaining at the industrial, 
rather than individual com- 
pany level. 

Ate Khn believes this prac- 
tice will spread, increasing 
nnian solidarity and prevent- 
ing the yearly wage round 
from dragging cm as one com- 
' union tries to top the pay 
", by another. 


jrHai 
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Vanessa Houlder looks at investment in foreign countries 

In search of green pastures 


THE PACE OF Korean 
Investment abroad is quicken- 
ing, spurred by fears of protec- 
tionism and rising domestic 
costs. In January and February 
this year, companies poured 
twice as much money abroad 
as in the same months of 19 89- 
Annual overseas investment 
has more than quadrupled 
from the level of five years ago, 
when it stood at an accumu- 
lated total of about SSOBm. Bur- 
dened by the fourth largest 
debt mountain in the world 
and committed to exports, 
Korea then restricted most for- 
eign investment to securing 
zaw materials and setting up 
sales offices. 

But as Korea’s trade account 
swung into the black, these 
constraints were lifted. At the 
same time, increasing trade 
friction and a desire to get 
closer to its markets pushed 
manufacturers into setting up 
production facilities in the US 

Orientation 
programmes about 
Oriental culture are 
organised for staff 


and Europe. 

“Instead of just exporting 
out of Korea, we feel we have 
to comply with local specifica- 
tions and we have to contrib- 
ute to local employment, 0 says 
Mr John Koo of Goldstar, 
South Korea’s second largest 
electronics company. 

North America has' taken the 
lion's share of Korea’s invest- 
ment, accounting for 43 per 
cent of the total since 1968. The 
EC, by contrast, is responsible 
for a mere 4 per cent, a figure 
the Koreans would like to see 
increased: “Korean companies 
have begun to realise the diffi- 
culties in expanding the mar- 
ket in the US and we are trying 
to sell more in Western 
Europe,” says Ur Jung Son 
Suh, of Daewoo Capital Man- 
agement 

More recently, south east 


Asia has become the focus of 
investment “Korean compa- 
nies have been shelter ing from 
labour disputes, wage rises and 
Korean currency apprecia- 
tion says Mr Jin Byung Hwa, 
an official at the Ministry of 
Finance: “It is a trend that will 
continue.” 

For Samsung, Korea’s larg- 
est company, the benefits of 
manufacturing in south east 
Asia have also included local 
sales opportunities: “First it 
was labour costs and then the 
markets were booming, ° says 
Mr Lee Hae Jong of Samsung 
Electronics. 

In terms of infra s tructure 
and incentives, Indonesia is 
considered to be most attrac- 
tive to Korean investors, fol- 
lowed by Malaysia and Thai- 
land. 

The gove rn ment is encourag- 
ing investments in these low- 
cost countries, particularly for 
small and medium sized com- 
panies engaged in labour-inten- 
sive industries such as textiles 
and footwear which need to cut 
costs in order to compete. In 
1989, almost a third of the 
number of overseas investment 
projec ts approved by the gov- 
ernment were put forward by 
small companies. 

Even more recently, a hand- 
ful of projects has sprung up in 
Eastern Europe and the USSR. 
However, Korean companies 
are hesitating, says Mr Jin. 
Poor in f r a s tructu re, shortages 
of raw materials, restrictions 
on remittances of profits and 
conversion of the Soviet rouble 
and cultural differences all act 
as a deterrent 
China also has potential, 
with its geographical proxim- 
ity, huge population and low 
costs. However, Korea lacks 
diplomatic relations with 
China. 

“We want to go into China 
slowly," says Mr Jin. 

The major companies now 
have a network of subsidiaries 
spanning the world. Samsung 
Electronics has 10 plants 
abroad, including a factory in 
Hungary (see accompanying 


article). Goldstar has Joint ven- 
tures and plants in the US, 
Mexico, Germany, UK, Italy, 
Egypt, Turkey, Thailand, the 
Philippines and Tnd oppgla , 

As the major companies 
expand overseas, they are hav- 
ing to adapt their management 
Structures. Goldstar has opted 
for what it describes as “global 
localisation,” whereby the 
operations in every country 
have as much autonomy and 
employ as much local labour 
as possible. This extends to 
some research and develop- 
ment which is carried out 
locally, in an attempt to match 
individual countries' specifica- 
tions and consumer prefer- 
ences. 

This has focused attention 
on the need to get to grips with 
Individual countries’ manage-- 
meat styles and customs: “Cul- 
tural difficulties have not 
given ns any real problems, 
hut to become really globally 

North America has 
taken the lion's share 
of Korea’s investment 
- 43 pc since 1968 


localised, this is becoming an 
issue,” says Goldstar’s Mr Koo. 
As a result, Goldstar has 
enlisted university 
to lecture its staff about UK 
and US culture. similar orien- 
tation programmes about Ori- 
ental culture are organised for 
local staff. 

Language presents another 
problem: "In marketing and 
sales we have enough people 
with good use of Rn g fah , Ger- 
man and Spanish but not ' 
enough engineers in produo- ' 
tlon, R&D and servicing have 
experience overseas,” says Mr 
Koo. As a result, employees are 
sent on language courses of up 
to a year long. 

Yet another problem Is find- 
ing Korean managers prepared 
to work abroad. Their reluc- 
tance Is due to factors such as 
concern about the children’s 


education and an unwilling- 
ness to leave the mainstream 
for a protracted period. 

Other commonly cited prob- 
lems are the high cost of com- 
ponents and manpower. The 
level of wages in the US caused 
Sam su ng and Goldstar to shift 
their television assembly 
operations from New Jersey 
and Alabama to Mexico. 

Korean managers also admit 
to some disappointment con- 
cerning how much they can 
learn from investing in techno- 
logically-advanced countries: 
“One of the reasons Korean 
companies invested in devel- 
oped countries was to acquire 
high technology, but it is very 
difficult for us, because devel- 
oped countries protect them- 
saves from technology trans- 
fer," says Mr Jin. 

With the difficulties of 
cross-border management, it is 
not surprising some Korean 
companies are reviewing their 
commitment and reassessing 
their operations abroad. Fears 
about European protectionism 
may have been overplayed, 
according to Dr Jung, of Dae- 
woo Capital Man a pyrne nt. 

“When we first heard about 
the unity of Europe, large com- 
panies were scared, as they 
thought it would be a kind of 
war between Europe and out-, 
aide Europe. As time goes by, 
they realise that is not the 
case," says Dr Jung. 

Manufacturers are also hav- 
ing second thoughts about 
Investing in south east Asia, he 
says: "Productivity is low and 
there is trouble meeting ship- 
ping dates and quality stan- 
dards.” Furthermore, industri- 
alists ■ are becoming more 
confident about the level of 
wage settlements this year, he 
thinks. 

If the team of protectionism 
and rising domestic costs do 
Indeed prove to be exagger- 
ated, the rate at which money 
goes overseas may start to 
Blacken. None the less, in lfieo 
at least, the total seems likely 
to outstrip that of previous 
years- 


The streets of Seoul are no longer paved with gold 

Investors must work harder 


AT FIRST SIGHT, foreign 
investment in South Korea 
appears to be evaporating. As the 
economy slowed, workers went 
on strike and wages soared, 
direct investment by foreigners 
fall by 15 per cent in 1968. 

, However, the decline in invest 
mortis a less revealing symptom 
of South Korea’s economic mal- 
aise than at find it seems. The 
apparent dryingup of investment 
can be largely ascribed to a fafl- 
off in hotel projects fallowing the 
1968 Olympic Games. Investment 
in Jjefl. by just L5 

per cent 

More significant pafcaps than 
tiie changes in the total sum 
involved is a shift in the nature 
of new investment taking place. 

Kore a is no longer a . low cost 

wagejfamfa 
higher won. many producers of 
cheap frorfiiBH ^nmpm m»r pfcw 
tronics have deca m ped to coun- 
tries Mu* Indonesia, Thailand w™* 
Malaysia. 

H oweve r, in their place, new 
investors are being attracted to 
Korea by its rikmed workforce, 
developed infrastructure and 
growing domestic market Many 
of these newcomers are being 
warmly welcomed by the Korean 
Government, which hopes they 
will be able to give Korea a leg-up 
on to the next rung crf technotagi- 
cal sophistication. 

"What is happening in Korea is 
typical of many developing coun- 
tries on the verge of joining the 
league of advanced countries,” 
says a recent repeat from Baring 

SamrMafl. 

“As Korean industries move 
more towards capital and tech- 
nology-intensive areas, foreign 
investors with state-af-theart 
technology and strong financial 
backing are bring welcomed.” 

However some of the compa- 
nies attracted by the growing 
rinmasHt* markpfr may find their 
welcome slightly doubled-edged. 
The economic development 
which gives Korea the confidence 
to open its doors more widely to 
foreigners ushers in more 
demanding conditions. 

“The competition between for- 
eigners and Koreans is getting 


Foreign investments by industries 


1985 total US$S32L2iYl 
Service S347j0m 
—Hotels -57.9% 
Others 4.1%—- 
Hnandals&2% 



Service 93584m 
Hotels 03% 
Financials 14.2% 
Others 0.5% 


Manufacturing 

91809m 

Electric/ 

electronics 104% 
74% 
Machinery 14% 
Others 14.8% 


1989 total US$1 ,090 L3m 
Other» 93.5m (0^3%) 


Others 94.3M (C-.S%) 


SauroK JflnMqraf Ftoeto* 



Manufacturing 97274m 
Electric/ 

electro ni cs 10.7% 
Chemicals 15.9% 
Machinery 9.2% 

Others 90.9% 


Foreign investments by countries 


1985 total US9592J&n 


1989 total US$1 jOSQJSm 



Japan 


US 


Europe 


3.78% Others 





ting more sophisticated.” says Dr 
Jung Sun Suh of the Daewoo 
Buyapji In sti t ute ; **fn the future, 
if you are going to survive over 
brae, you had b etter have some 
dear advantage in terms of tech- 
niques, products or m anagement 
skills." 

South Korea’s welcome is now 
dearly focused on M gh technol- 
ogy companies, to which it offers 
a string of tax incentives. For 
industries ranging from so ftw are 
to precision instruments, the gov- 
ernment win give exemptions 
from taxes an corporate income, 
dividend income, property and 
customs. The government has 
singled out tins a reft because it 
feds that technology transfer Will 
advance Korean industry more 
quickly than its own research 


ft is not dear how far foreign 
companies will respond to the 
government's incentives. Many 


fear that, Kka a boomerang, the 
technology they now give to 
Korea could in time return to 
overwhelm them. 

These concerns are heightened 
by a perceived lack of protection 
of intellectual pr op er t y : "Many 
people are worried about transfer- 
ring intellectual p rop e r ty rights 
as the legislation is seen as inade- 
quate^” said a UK executive in 
Seoul. 

O ther complaints by foreign 
investors — which generally cen- 
tre on government red tape — 
have somewhat eased recently. 
The most obvious example of this 
concerns the sectors in which for- 
eign investors are allowed to 
invest New business areas are 
steadily being opened to foreign 

rapifral as domestic 

become mere competitive and the 
government attempts to ease 
trade friction. Few applications 
are turned down, according to 
the Ministry of finance, which 
attributes rejections to tacotrectiy 
ffleri applicati o ns. In any case, ft- 
is making an effort to simplify its 

approval procedures. Nett year It 
expects to scrap its consultation 
process with relevant ministries 
and so approval should take just • 

30 days, half the period now 
needed to approve any invest- 


ment over 65m. 

Another f rri t atkin for foreign* 
ere is foe Korean insistence that 
all companies, bwihyftng fomripw 

inwnfaiw nk, nhnaiW float rrn fly 

stock e x c han ge once they have 
satisfied certain con di tkaa. The 
dfiution of control ibis entails 
Worries * some companies, 
aWwirii their concern to likely 

to be alleviated by a recent deri- 
sion to reise the qualifying coo- 
d ftkm from a three-year to nfive 
yeer trading recced. 

Finance is another topical 
issue. For tiie past lew years for- 
eign c o mpan i es have taken the 
brunt of Korean concern about 
an inflow of “hot money” fueling 
inflation. Foreign companies woe 
encouraged, to buy equipment 
overseas '--and taring in restricted 


mq>ar fam e, Foreign 
find it more fflfflcuft to get loam 
from Korea’s banks than local 
comp anies. A fo reign co mpany 
setting up a joint venture with a 
chaebol may find itself con- 
strained by official borrowing 
restrictions on its partus: 

However, per hap s foe greatest 

challenges in iWwg hnnirmiaft in 
Sooth Korea stem from language. 
and cultural and philosophical 
differences. Anyone, for example, 
who does business in South 
Korea, will soon become aware of 
foe i mp o rtanc e of personal reia- 
tfonshipB. S ig ni n g an 
with cue incfividual within a com- 
pany does not necessarily mean 
that other powerful forces in foe 
m m qi i my are nraw n iitted to the 
venture. Without a network of 
contacts d ating back to school, 
university or military service, a 
foreigner will be severely disad- 
vantaged in striking rtetfl u. 

As a result, most foreign 
investments take the form of a 
Joint venture These too can pres- 
ent d.ll U T iiffpTMit man. 

agement philosophies can cause 
resentment,” said Mr Tbae 
Kbwarg of Barings. Family- 
owned Korean c ornpaniefl may 
take a longer term view than a 
US co mpany, which fa Ju dged by 
its quarterly Minima lw argued. 
Moreover, 1$ will prefer to plough 
back p ax fiia rather than pay out 
dhndends.“Korean companies are 
aggressive in teems of 


Now the country is no longer 
attractive to speculative money, 
the government's monitoring- sys- 
tem, has been virtually abolished 

tp>tpk» wiawnfarfiiring pgfflacfa am 
concerned, according to Kim 
Jbog fforog , a director of the for- 
eiga investment policy division at 
the Ministry of Finance. 

Foreign business people 
acknowledge that the govern- 
ment Is easing restrictions, but 
iwateiain that financ i n g is a 


production and looking for mar- 
ket shares, whereas a US Investor 
is interested In pndlabfliiy,” he 


However, cultural differences 
are part of dcring business abroad, 
and the drawbacks of Korea are 
often outweighed by the opportu- 
nities: “Korea has never been a 
paradise for direct investments,* 


disincentives, evm the companies 
that have pulled out have done 
very wdL” 

Vanessa Houlder 



The Hungarian lack of *woridng spirW 
too vico-preskfant of the Hungary verdure. Hr 
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Picture: G/yn Ganm 
artth the wURngnen of these South Korean employee* of Samsung, says 
Park 


BASE IN EASTERN EUROPE 

An old score is settled 


“THIRTY years ago. South 
Korea couldn’t be c o m pa red to 
Hungary,” says Mr Jaekwan 
Park, vice-president of the 
Sarrunmg joint in Hun- 

gary, ashe drives his sparkling 
Audi past sullen native mainte- 
nance W O t k ers and the Sfewfaa 
and Dadas in the factory park- 
ing lot 


a World . Cup soccer match. 
Only the 1988 Olympics in 
Seoul finally erased the image 
of South Korea as a rather 
backward country which 
played poor soccer. 

Apart from demonstrating 
how Hungary had been over- 
taken, the Seoul also 

provided the c a ta l yst for Sam- 
sung’s joint venture. South 
Korea's first In Eastern 
Europe. 

A director of Samsung was 
the chairman of the South Kor- 
ean wrestling association. It 
was in this capacity that he 
first came to Hungary and 
spotted the potential of the 
country as an East European 
base. After the Korean team 
won two gold medals in wres- 
tling with foe help of a Hun- 
garian, coach.. the wanted., to 
reward Hungary in sopie way," 
acoanftng to Mr Park. 

The result is Samsung's 
co-operation . with Hungary’s 
Orion to manufacture tetevison 
sets. Production began in 
April. The investment Is small 
- Samsung has provided half 
of the company’s $&3m share 
capital - but upon its success 
depends a wave of Korean 
investment in Hungary. 

Samsung began a study into 
possible investment in Hun- 
gary in 1987. The company 


identified TV sets as the most 
practical n™ to manufacture. 
For a start, they were simpler 
to make than most of the com- 
pany’s other, products. More- 
over, there were already three 
other m a nufa cturers of TVs in 
Hungar y an d so the supply of 
components was less of a prob- 
lem. Lastly, the company proj- 
ected strong growth of colour 
TV sales in Eastern Europe. 

Samsung felt it .needed a 
TTrp-qp i Hfm p artner to help it 
find its way around in an unfa- 

The Investment is 
small, but much rides 
on Its success 

mtiiar environment and to pro- 
tect it at a 'time when there 
were still no diplomatic rela- 
tions between South Korea and 
Hungary. Orion was a good fit; 
with strength in consumer 
electronics and taiaminnuiwi. 
ratWma which matched those 
of Samsung. 

Since the joint ve nture was 
registered as a company in 
December 1989, more than a - 
year after the letter of intent 
was- signed between, the two 
parties, . progress has .been 
rapid: ‘Senior engineers' and 
workers trained in ■ South 
Korea in January and Febru- 
ary while equipment was 
installed to the plant, and mass 

almost on schedule. ApI ^* 

At present, the factory 
assembles 'components the 
great majority of which are 
imported from South Korea: 
Mr Park admits it is a “screw- 
driver and adjustment plant" 
Local content Is only 15 per 


cent and win rise only slowly 
to a target of 60 per cent. 
Including labour costs. 
Although the company will 
export — mainly to Austria — 
about a third of the 60,000 sets 
it expects to produce this year, 
Mr Park estimates it will be 
five yean before tire value of 
tire company's exports will out- 
strip the value of its imports. 

He expects the joint venture 
to make a profit only from next 
year. Hungarian interest rates 
of 28 ner are a consider- 
able burden, but Mr Park 
stresses the real benefit to 
Samsung is the experience of 
investing in Eastern Europe. 
He describes the company as 
an “eye-opening joint venture, 
foe first foot in foe East bloc 
countries." 

The experience, while educa- 
tional, has been fru s trating. 
Offices and telephones are the 
biggest problem, according to 
Mr Park. The company could 
■ not ftod a Budapest office 
eventually had to buy and ren- 
ovate a former school building. 
Although that is now complete, 
tire company cannot move in 
for lack of telephones, which 
take an eternity to install in 
Hungary. The .factory. 70km 
outside . Budapest, .would baye 
had no lines at alL ffid Orion 
riot manufacture microwave 
communications equipment 

Most erf all, Mr Park finds it 
difficult to come to trains with 
the “lack of working spirit” in 
Hungary - the workers, he 
dnt^ still , abide by the old 
motto: “Sitting or standing, the 
salary is the same.” Hours are 
an unvarying Sam to 2pm: pub- 
lic transport is arranged 
around ft™ and. in an? case. 
w or k ers want to enjoy at least 


five hours of sunshine. 

“We have so many restric- 
tions,” Mr Park complains. For 
instance, Samsung has been 
forced to recruit line workers 
from the neighbouring factory 
of the company's partner, 
Orion, whose attitude leaves 
much to be desired; he would 
like to base pay more firmly on 
performance but feels the issue 
is too sensitive to be raised 
now, and he has to compro- 
mise with the practices of Hun- 
garian manag ers and workers. 

Mr Park finds local 
managers lack 
cost-consciousness 

Be finds Hungarian managers 
bureaucratic and lacking in 
cost-consciousness. 

After this list of problems, ft 
may be surprising that Mr 
Park has recommended invest 
meat to South Korean visitors 
from Samsung’s head office 
and other companies. 

fit the first place, he cites 
Hungary’s proximity to West- 
ern Europe, which saves on 
freight costs; second, the rela- 
tively, low. wage levels for a 
workforce, whfeh is wen edu- 
cated jmd easy , to train; arid 
last, a -supportive Hungarian 
Government which gives pre- 
ferred joint ventures a five- 
year holiday from tax. 

This industrial logic appears 
to have convinced many South 
Korean companies. Mr Park, 
for his part, is sure the Sam- 
sung venture will grow, and 
that other South Korean com- 
panies will soon follow. 

Nicholas Denton 


Big plans are afoot for the year 2000, writes Vanessa Houlder 

ICI sends cautious forerunner 


WHEN 1(3 Bet up a small plant 
to manufacture chemicals lor 
the textile Industry in Korea 18 
months ago, it was testing the 
wate r for a po ten tially exten- 
sive investment programme. 

By the year 2000, KE intends 
to double to 20 per coot the 
proportion of its turnover com- 
ing from the Pacific Ww- This 
will mean large amounts of 
direct investment as well as 
increased trading. 

To decide an the focus of this 
investment, Id is dosely scru- 
tinising the products, markets, 
labour forces and business envi- 
ronments of the countries'ln 
foe region. 

In assessing the appeal of 
Korea, Id can draw on foe 
experience of both its joint ven- 
ture, Id Woobang, and its 11 - 
year-old trading company, 
which has a turnover at JlOOm. 
This business started by selling 
PTA, a raw material for the tex- 
tile industry, and now sells a 
range of increasingly sophisti- 
cated intermediates. 

Conclusions about the invest- 
ment programme have yet to be 
drawn, but In some respects 
Korea Is considered to have a 
lot going for it Furthermore, 
there is no doubt that Korea is 
one of the most important play- 
ers in the region, second In 
man y areas only to -fa pm 

None the less, there is a for- 
midable set of obstacles to 
doing business in South Korea. 
Assessing these and finding' a 
path through them is foe task 
of Mr Alan Twist, who became 
chairman of Id Korea five 
months ago. 

One of the more topical 
Issues he faces concerns the 
protection of Intellectual prop- 
erty rights. Id's own experi- 
ence has been “mixed,” he says. 
It has had a couple of products 
copied here and Id feels It 
would be unwise to bring in the 
very latest technology without 
dear evidence that intellectual' 
rights are being protected. 


share the same concern, he 
says: "There Is a degree of 
unhappiness among European 
companies because the US 
forced the Korean Government 
to protect patents by invokiug- 
the threat of sanctions under 
tin Super 301 clause of the US 
Trade Act European companies 
do not have such a strong stick 
to yield.” 

Finance is another headache: 
“There are quite' strict controls 
on tin import of foreign cur- 
rency. Although the banking 
Systran Is being liberalised, ft Is. 
still quite difficult to import - 
extra finance if required,” be - 
says. The problem is exacer- 
bated by high interest rates: 
“Not only 'are funds hard to 
find but they are very expen- 
sive." • 

One nagging concern 
Involves the 
government* a attitude 

Another nagging concern 
involves foe government's atti- 
tude to foreign companies: 
“Foreign- . companies are 
regarded as prime targets by 
certain sectors of the bureau- 
cracy. It is a concern to all for- 
eign ccanpanles here that foe 

tag departments maintain a list 


had any problems with its work 
force other than escalating 
wage costs. 

Further pressure cranes from 
soaring land prices. In addition, 
purch asing land can be 
extremely difficult for a for- 
eigner. This was one incentive 
to farm a joint venture, accord- 
ing to Mr Twist 
The need for local knowledge 
about markets was another rea- 
son why ICI took on a partner: 

would have been unwise to 
go for a 100 per cent invest- 
ment We saw the value of his 


«e and expertise." 

IC Ts rela tionship with its 
joint venture partner is 
to have gone weJL Nonetheless, 
cultural differences - mainly 


tigation by a special depart- 
ment.” 

Whttetiwro may be nothing 
sinister about this, be feels for- 
eign companies In Korea should 
receive equivalent treatment to 
Korean companies in Europe; 
“There must be a concern that 
foreigners are being scrutinised 
more rigorously than local com- 
panies. ft needs to be proven 
♦hat foreign companies are ret- 
ting foe same fair treatment as 
Samsung and Daewoo in 


personal relationships - bare 
been apparent. 

One example was that the 
Koreans have found the rapid 
turnover of ICI Korea personnel 
difficult to accept Only one of 
the' five people involved In 
negotiating the joint venture 
remains -in Korea. Another is 
“foe single minded purpose of 
Korea to develop and become a 
world power. Working for a for- 
eign company is seen partly as 
flirting with iordgn interests." 
In addition. It is usually pla in 

foat a Korean to a foreign com- 
pany cannot realistically aspire 

to the top job. 

Given these disadvantages, 
companies like IG Korea have 
to pay well and attempt to be 
sensitive to Korean culture: 
“Koreans cannot operate if a 
Western Systran is imposed,” 
says Mr - Twist . “The Korean 
staff will continue to opera te to 
their norma. It is. really the 
Weston company that has to 


and skills required. In Korea 
the primary consideration is 
the length of time someone has 
been with a company, their loy- 
alty and their age. 

“T he K orean management 
style stems very much front the 
fact that many Korean compa- 
nies are managed by their own- 
ers,” says Mr Twist “The own- 
ers see their role as developing 
relationships to do business 

rather than being Western-style 
managers jaith computers on 

This emphasis am relation- 
ships extends right through a 
company: “It is not possttie for 
Korean managers in a Westers 
company to go to a Korean 
company and meet somebody 
unless he has hud an introduc- 
tion through an old school 

Manager-owners have 

a significantly different 
approach : 

friend and he has theappropd* 
ate status an Ms canity era dj" 
says Mr Twist “A Korean finds 
it very difficult to make cold 
cans.” 


mew uu 

differences, . ICI 
Pleased with its 
Korea. Last year’s j 
per cent was beb 
tions; and furthe: 
from rising costs i 
the next few 
in general. Id 
fa c t io n from the ~ 


ticularly those from Europe, 


ULUfcJC. . , 

. Smw tmlnrwt may sign dis- 
criminate against foreign com- 
panies, he tlrmW, citing the 

existence of a “foreign workers 
union.” However, ICS has not 


foe status of woman: “Woman 
cannot be in a supervisory mi» 
regardless of their qualifica- 
tions,” he says. 

Another difference fe that ' 

Western companies measure 
and reward jobs according to 
the responsibility, knowledge 


■foeaMedvaloeofitepw 
since ft arrived in Kansu 

_ Overall, Mr Twist is 
ttonsly positive about Ki 
of attracting 

mvcstoiujit- »rh. 


e_ r- — **» iajuu on 

to fabonr costs, the pri 
fend and the ttehtnes 
tottwy. make ft sot the e 
«*totary tp invest in,” be 
Chi foe other hand ft m 
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Sheer economic weight has turned the tide mounting against the big conglomerates, writes John Ridding 


ibol fight their way back to favour with officialdom 








tied 


SOOTH KOREA'* chaebol, the 
large conglomerates which 
dominate the economy, -are 
returning to -official favour. 
The government?* most recent 
attempt to curb their' power 
has been shewed br an attempt 
to boost thB:8lDWfl!g 60000X0?, 
and their influence Is again 
evident in' the farmwiaHnw d 
policy: • .■■■-• 

The reasoning behind the 
change is simple. According to 

The success of the 
economy Is tied up 
with the performance 
of the chaebol . 


1988 figures, the latest , avail- 
able, sales of flie SO biggest 
bustness groupe were equiva- 
lent to 94 per cent of GNP. 
Although this figure Is dis- 
torted fay multiple counting of 
sales between the numerous 
subsidiaries of the chaebol, it 
does demonstrate that the suc- 
cess of the economy and the 
performance of Samsung et al 
are one and the |am ‘ | ftmip 
However, the sheer size and 
power of the chaebol has mad e 
them unpopular. To the aver- 
age Korean they represe nt the 
unequal distribution of the 


nation* s wealth and are Warned 
for escalating land and rental 
prices - through speculation in 
real estate. Such sentiment is 
exacerbated by the fact -that 
their rapid growth resulted at 
least -in part mm government 
subsidies and preferential 
treatment 

Public sentiment, along with 
the need to develop the small 
and medium-sized Industrial 
sector, -has' pr ompted a series 
of attempts to curb the chae- 
bol. Most recently, restrictions 
ware placed on the amount of 
new credit avaflahle to the con- 
glomerates and on the erase 
hWdingB of eqcdty between file 
group affiliates. ■. 

Since the 1265 collapse of the 
Knl$e Group, then the sixth 
largest chaebol, the govern- 
ment has indicated It can ho 
longer be counted on to bail 
them out of financial dfffiodr 


SAMSUNG 

HYUNDAI 

LUCKY GOLDSTAR 

DAEWOO 

SUNKYOHO 


TOP TEH CHAEBOL: 1988 HPURES (expre— od hi bflBons of won) 

SALES HETPROHT / MAIN ACTiVfTgS 

21248 2933 electronics, aerospace, textiles, food, Insurance, advertising 

19.030 238 construction, automobiles, shipbuilding, electronics, heavy machinery, insurance 

1IM3Q2 2043 electronics, semiconductors, oil and petrochemicals, trading. Insurance, advertising 

10401 1153 electronics, machinery, automobiles, shipbuilding, aerospace, financial services 

6388 102 oil refining, petrochemicals 

4316 135 cement, automobiles, machinery, trading, financial aervtcas 


However, ' South Korea’s 
comparatively poor economic 
performance, and in particular 
the 4- par cent ten in exports, 
has ended, at least temporarily, 
such anti-chaebol measures. 
"They have used the economic 
slowdown to increase their 
leverage," says Mr Todd KB-. 
bora, director of research at 
James Cape! in Seoul. 

He cites as evidence the post- 


ponement of financial reforms 
to which they were opposed, 
the rem oval of credit con- 
straints and even the replace- 
meat of the ca b inet economics 
team In favour of more 
growth-oriented ministers. 

Less clear, however, ia 
whether the chaebol 
deliver the improved economic 
performance sought by the 
government. "I have doubts 
that they will be able to fan* it 
around," says Mr Kilbora. 

Behind such pessimism fiea 
a series of weaknesses. In par- 
ticular, rising labour cos ts, 
the apprecia ti on of the won rel- 
ative to the yen, have reduced 
the cost advantage of their 
exports relative to their princi- 
pal competitors. 

Even the more sophisticated 
operations such as Hyundai's 
motor subsidiary and Sam- 
sung’s consumer electronics 


arm, have suffered foiling sales 
in their overseas markets. 

m many cases, however, the 
chaebols are themselves to 
hlame for their declining for- 
tunes. "They didn't invest in 
R&D and product develop- 
ment during the boom years of 
tiie late 1980s and as a result 
the technology and quality of 
their products has foiled to 
keep pace with the price," says 
a senior official at the Eco- 
nomic Planning Board. 

There are signs of improve- 
ment and a g reater awareness 
of the need to move upm a rket, 
but offfriaia are sceptical about 
announced investment plans 
and R&D hu dg afv, end empire - 
sise that the benefits will be a 
long Wwn> coming. 

The foffme to invest in new 
products and production fectH- 
ties reflects other weaknesses 
in tiy* chaphni Tn particular, 


The manufacturing base is vulnerable, writes Robin Pauley 

Korea suffers from I ack 
of forward planning 


' for, r^, 
'*' £ '^1* 
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SOUTH KOREA'S huge 
conglomerates - the chaebol 
- have a lot to answer for. 
Their folium, as South Korea’s 
industrial backbone, to take, a 
long-term approach to labour; 
markets, . investment and 
research and development dur- 
ing the three years of excep- 
tional boom from 1966 to 1988 
means industry is less well 
equipped than it sh ould be to 
deal with the downturn la ths 
business and economic eyries. ’ 

The failure to invest suffl- 
danfiy in upgrading high tech- 
nology and. particulady, in 
research, has left the c ountry ’s 
Tngnnfe rtu r i ng base vulnerable 
to Japan as the won. appreci- 
ates and the yen depreciates. . 
The rapid rise in wages in. 
recent years, unmatched by 
productivity, also means Kor- 
ean unit labour costs have 
soared, leaving -leas developed 
cou n tries to take up Korea’s 
former major advantage of 
cheap labour base, fix short, 
Korea has lost much of its 
international price competi- 
tiveness against Japan, which 
is a direct competitor in world 
maikets with more than 50 per 
cent of Korean products. The. 
scale of the co mp etiti ve loss is 
remarkable: 36. per cent 
through the exchange rate pins 
another 20 or more per emit 
through labour costs in the 
last two years alone. 

Not surprisingly, exports 
have plummeted - although 
pert of the reason for tills Is 
also the gradual tendency to 
establish manufacturing punts 
abroad. 

Between 1964 and 1968, aver- 
age Increases in. industrial p«* 
ductfvity just kept ahead of 
wage increases: "Tim real prob- 
lem to productivity occurred in 
1989 with a nominal wage 
Increase of more than 90 per 
cent while the- productivity 
improvement was only ID par. 
cent," said Mr Chaa Jae TJk. 
director-general of the Ministry 
of Trade and Industry’s indus- 
trial policy bureau. 

“We have not done well in 
restructuring our industry, and . 


Industrial production 



we should have made more 
effort in. the last three years 
when GNP growth was more . 
than 10 per cent a yeari Japa- 
nese and 

Hitachi -achieved very great 
restructuring during the period 
of sharp appreciation of the . 
yen between 1985 and 1988. The 
Korpan chaebol have not 
responded as well as fire Japa- 
nese." 

Instead o£_ upgrading their 
technology and raising the 
level of R&D investment, 
many large manufacturers 
responded to the boom times 
by profit-taking. When the 
boom ended last year they 
diluted the manufacturing 
base, looking -for qulck-and- 


Many manufacturers 
responded to the 
boom times by 
profit-taking 


easy returns either in specula- 
tive -land -and stock market 
purchases or through a switch 
into lucrative service indus- 
tries. In 1989, the manufactur- 
ing industry grew at Just under 
4 per cent, the lowest since the 
economy siezed in 198D81. 

if ii iiw f art m iwg output repre- 
sented just 20 per cent of the 
country's economic gr ow t h in 
1989 compa re d with 50 per cent 


sented 50 per cent of economic 
growth last year compared 
with 40 per cent a jearaaxtter, 
ac cor di ng to- the- Bank' of 
Korea. 

The behaviour and the per- 
formance of the chaebol mat- 
ters because they occupy such 
a large part of the Ko re a n 
economy. -The SO largest 
employ 18 per ce nt of al l Kor- 
ean workers and account for 37 
per cent of total sales. They are 
generally family concerns in 
which ownership and manage- 
ment s till ha ve not been prop- 
erly separated. 

They are powerfully con- 
nected in politics and have suc- 
ceeded in having scree of the 
more radical economic polities 
(and tfaei* sponsoring minis- 
ters) removed and some more 
chaebol-friendly policies substi- 
tuted - including easier access 
to bank credits far one year 
and the postponement (possi- 
bly abandonment) of the aboli- 
tion nf falw* TvnraAg fa finnrhl 

The government is also try- 
ing to stimulate R&D invest- 
ment with incentives including 
tax deduction for technical 
investment. The ratio id R&D 
investment to GNP was L9 per 
.cent in 1987 compared with 09 
per cent in 1982. The target far 
1991 is a modest 3 per cent; it 
may not be achieved. 

Attempts axe also being 


mfldfl to upgrade 8** technolog- 
ical efficiency of South Korea’s 
60300 small and madhwti sized 
industries (those with fewer 
than 300 employees) which 
employ two thirds of the work- 
force and accounted for 40 per 
cent ot exports in 196& 

"We are trying to move away 
frnm labou r -intensiv e mannfao - 
ture to more value-added, high 
and Intensive technology pro- 
duction. Computerisation is 
critical. But we now have a 
record technical shortage and a 
chronic short a g e of technically 
skilled labour," said Mr Huh 
Sang Nyung, executive vice 
president of toe X n r u^p Feder- 
ation of Small Business. Unless 
that key problem was 
addressed, the economic out- 
look for both large and small 
business- would be pessimistic. 

- Although many 

have had a rough time- with 
rapidly falling exp ort s , all is 
not rioam and some sectors — 
shipbuilding and footwear, for 
example — are improving. 
Other sectors are being pushed 
to w a rds g ree t er concentration 
on the domestic wrarfcw*, which 
is a n ecess ar y part of the tran- 
sition firom developing to 
developed industrial economy 

- so long as the pendulum 
does not swing too far against 
exports. 

The most notable adjust- 
ment, and one of the bumpiest. 

Domestic sales are up 
more fltan 20 pc In the 
first two months of 
1990 compared to *89 


is facing the car industry. Car 
exports soared Cram 123,000 in 
1985 to 576,000 in 1988 and 
exports represented around 60 
per cent of all pro du cti on . In 
1989 exports dived by 38 per 
cart, bit by the exchange rate, 
irnit labour COStS and Strike** 
The collapse in car exports this 
year has bear even sharper. 

However, domestic sales are 
rising fast, up more than 90 per 



most are st31 managed by their 
founders who, probably 
because of their success in 
developing their groups, are 
often reluctant to adopt new 
strategies 

"The founders tend to be 
very conservative in thrt nnaa - 
ag em ent," says an analyst at a 
Korean securities horse. "This 
is made worse by the fact that 
they stffl exercise almost com- 
plete control of the running of 
their groups and there is Httie 
initiative from middle manage- 
ment." 

In a number of cases, such 
as Samsung, Sangyong «nd 
Lucky Goldstar, successful 
transitions to second genera- 
tion control have been 
achieved. The number of 
unsuccessful successions, how- 
ever, is greater, and the intro- 
duction of bottom-up manage- 
ment stru c ture s is rarer stffl. 


Sowdk Bmntof Kore*\ 


The historically low levels of 
R&D expenditure and capital 
investment is also a reflection 
of the financial constraints of 
the chaebol. Because of their 
expansion through govern- 
ment-directed loans, most are 
constrained by debt ratios in 
excess of 300 per cent In addi- 
tion, because sales volumes 
have tended to take priority 
over profitability, margins and 
hence surplus funds have been 

Both of these problems are 
exacerbated by the sheer range 
of the activities of the chaeboL 
Most of the five largest groups 
are involved in business inter- 
ests as diverse as shipbuilding, 
semiconductors, financial ser- 
vices, and textiles. 

Government p re ssure on the 
chaebol to specialise and to 
focus on a narrower range of 
interest have come to little. 


Two of the largest groups are 
committed to expand Into pet- 
rochemicals even though there 
will be a clear problem of over- 
supply. 

Samsung has announced it 
wants to enter the automobile 
indus t ry, even though the sec- 
tor is suffering its most diffi- 
cult period. 

"They justify such moves by 
saying they are taking a 
long-term view,” says one 
western banker involved in 
supplying loans to chaeboL 
"And in the past, such as Sam- 
sung’s move into semiconduc- 
tors, they have proved to be 
right" But he adds: "There is 
also a strong element of ’me- 
tooism,’ the desire to offer the 
range of products offered by 
their rivals, and this doesn’t 
always lead to good business, 
decisions." 

Despite the range of difficul- 
ties facing the chaebol, and 
question marks over some of 
their strategies, there are also 
numerous examples of success. 
Samsun g Electronics h»» 
impressive gains In semicon- 
ductor technology and Is one of 
the world’s most competitive 
producers of 4M-bit Dram 
chips. Hyundai has developed 
an independent capability in 
design and development of 
automobiles. 


Most of the lag groups have 
also been pursuing strat egies 
of overseas investment to over- 
come protectionist baniers and 
ri sing domestic costs. Goldstar 
has operations throughout 
Europe, Asia and North Amer- 
ica and Samsung recently 
opened a television factory In 
Hungary. 

In addition, they are taking 
steps to reduce their depen- 
dence on OEM sales. Goldstar 

Most have been 
Investing abroad in an 
effort to overcome 
protectionist barriers 


Electronics plans to spend 
more than $7Qm this year on 
advertising in an attempt to 
increase brand awareness in 
its major overseas markets. 

"Some of the more sophisti- 
cated groups have started mak- 
ing the necessary chan ges," 
says the official at the EPB. 
"However, the type of adjust- 
ments require a long-tom com- 
mitment 1 am concerned that 
many of the groups don’t fully 
appreciate the need to adapt in 
order to survive in their 
increasingly competitive 
markets." 



cent in the first two months of 
1990 compared with the same 
period of 1989. This year the 
estimates suggest two thirds of 
car production wffl. be sold on 
tiie domestic and only 

ww third exported. 

Before exports can rise again 
the industry will need new 
models attractive to tiie foreign 
market and a higher level of 
sophisticated technological 
production. Korean carmakers 
invest 8 per cent Of turnover in 
R&D; the Japanese, with the 
most advanced car-making 
technology and robotics in the 
world, still plough bade more, 
than 5 per cent of turnover 
into research. 

The electronics industry is 
also experiencing a dramatic 
increase in domestic demand 
on the back of rising Korean 
consumerism while exports 
underperform. Production was 
up 10 per cent in 1989 but 
exports increased by a misera- 
ble 6.1 per cent in 1988 com- 
pared with 40 per cent in 1988. 

However, domestic sales of 
consumer electronics rose by 
25 percent in i960 and domes- 
tic sales of industrial electron- 
ics jumped 42 per cent. 

A most hopeful trend is in 
footwear, where South Korean 

r tty of sport shoes Is among 
world’s best The likes of 
Reebok, Nike, and LA Gear are 
increasing their orders with 
Korean manufacturers after a 
brief flirtation with low cost 
manufacturers in south east 1 
Asia where quality proved dis- 
mal. The 1990 export target of 
$33bn worth of shoes may 
prove too modest, one of the 
few industrial sectors where 
the immediate export prospects 
are nndimmed. 


Before exports can 
rise, the Industry 
needs new models 
attractive to foreigners 


A similar more unex- 
pected story is the turnaround 
of South Ko rean shipbuilding 
industry. Ships are back. The 
fleets laid up in yards and 
fiords around the world have 
gone - either to the bottom or 
to the breakers. New orders are 
coming in again. A huge ardor 
for five vessels to Hyundai 
Heavy Industries in January 
was a much needed and timely 
boost, and backlog orders are 
rising. Even better, the inter- 
national market price for now 
ships is rising, which means 
improving margins for the 
builders compared with the 
years of vanishing margins 
prior to the 1980s’ shipbuilding 
collapse. 

Korean industry has been in 
difficulties before and has 
emerged stranger than ever. Its 


> then a lew wen pieced Mow 

ability to lead the economy to 
a new high, should not be 
underestimated, but as costs 
rise competitiveness fans 
it will be ever harder to 
achieve, particularly with 
Japan as the main competitor. 
According to Mr Chun Dae Joo. 
manag in g director of the Fed- 
eration. of Korea Industries: 
"We nee d not just more R&D 
investment, but a comprehen- 
sive system of technology 
development, which does not 
exist here. Most businessmen 
therefore feel that R&D 
investment is a very hfgh-risk 
option, which will not generate 
enough profit. This must 
change if Korea is to succeed." 

Most people agree. The test 
will be whether South Korea’s 
leading industrialists not only 
accept the truth and urgency 
of this message, but also act 
upon it. 
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ACCustOMED as they are to 
phenomenal rates of export 
growth, Koreans suffer symp- 
toms of unjustifiable alarm 
when they see an annual 
increase that remains in sin- 
gle-figures. 

The textiles Industry Is a 
case in point Exports rose 92 
per cent to Sl5.l4bn in 1989, 
less than half the Increase 
chalked up the previous year. 
Hence a widely-held (but mis- 
taken) view that the industry, 
which In 1988 lost its long- held 
position as the country's larg- 
est export sector, is in decline. 

Yet when one takes into 
account the combined impact 
of a 20 per cent average wage 


Although textiles’ 
share of GNP fell, its 
share of total exports 
actually rose last year 


rise, a sharp increase in the 
cost of imported raw materials, 
the appreciation of the won 
and fiercer competition from 
developing countries, the 
industry’s performance last 
year looks remarkably strong. 

Mr Park Sam Keu, director- 


general of the textiles industry 
bureau at the Ministry of 
Trade and Industry, notes that 
althoug h textiles’ share of GNP 
Is continuing to fall, its share 
of total exports actually rose 
L2 per cent to 245 per cent last 
year. 

He predicts that while 
growth will slow, and there 
will be some cons o lidation, the 
industry will remain a main- 
stay of the economy - and the 
country's biggest employer - 
for the foreseeable f utu re. 

The government’s confidence 
in the textiles sector was 
underlined recently when it 
gave the nod for Kolcm Indus- 
tries to proceed with a $50m 
bond warrant issue in London 
next month. 

This marks the first overseas 
issue by a Korean textiles com- 
pany. and means the govern- 
ment considers Kolon to be in 
a high-technology business, 
said Mr P hrnin Har p manag er 
of Schraders in SeouL 

Tongyang Nylon, one of 
Kolon's competitors, is expec- 
ted to follow soon afterwards 
with a $50m convertible bond 
issue. 

Mr Ham says the textiles 
Industry has mirrored Korea’s 
economic development since 


The textile industry has been shaken, writes Peter Wickenden 

A crisis of confidence 


TEXTILES* ROLE IN THE SOUTH KOREAN ECONOMY 


Employment In turtles, per 1,000 people 
Percentage of total manufacturing employ 
Export*. In milllafis of US$ 

Percent ag e of total export* 


1985 

1988 

1987 

1988 

1889 

725 

76S 

784 . 

743 

_ 

20.6 

20 

17A 

15.9 


7.004 

8.734 

11,718 

14,111 

15,300 

23.1 

25.2 

24_8 

23J2 
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the government began its 
export drive in the 1960s. With 
an ini t i a l of capital and 
technology but a supply of 
cheap and diligent labour, the 
industry accounted for more 
than 40 per cent of exports 
($340m) and 15 per cent of GDP 
by 1970. 

Production expanded by 40 
per cent in 1968 alone, and In 
the last two decades has 
increased more than 20 fold. In 
1988 (the latest year for which 
complete figures are available) 
output grew by only 2.4 per 
cent, down from 11.8 per cent 
in 1987. However, output mea- 


sured in terms of value added 
- more significant as the 
industry moves aggressively 
toward high value and high 
technology production - was 
up 85 per cent 
This is amply demonstrated 
by the fact that in recent 
months, the ever-stiffer quotas 
imposed by the US on Korean 
textiles have not been filled. 
Mr Ham says that althou gh US 
and EG quotas were a main 
cause of the industry's slow- 
down in the 1980s (the US and 
Europe combined still 
accounted for more than 41 per 
cent of exports last year), they 


are no longer the serious prob- 
lem they used to be. Beating 
quota restrictions, as welt as 
reducing labour casts, has been 
the motive for moving produc- 
tion offshore. 

In 1987 overseas investments 
by textiles companies totalled 
$36m in 42 projects, m ngt 0 ( 
them joint ventures. By the 
end of last year, 126 companies 
had pl oughed $130m into 20 
cou n tries, the majority of them 
(63) going to the Caribbean 
Basin ana South America to 
maintain access to the PS mar- 
feet via these countries’ nnngp fi 
quotas. Another 46 have 


invested in south east Asia, 
mniHwp tha Knrpgn Govern- 
ment worry that as a result, 

countries like Indonesia may 
soon .be edging Korea’s more 
marginal home-based produc- 
ers out of business. . 

WhQe they acknowledge the 
ability of Indonesia, China and 
Thailand to cut into Korea’s 
dominance of the low-end tex- 
tiles and apparel markets, 
industry observers say that 
problems of capacity, technol- 
ogy, quality control and the 
educational level of the work- 
force will slow their advance 
once they reach a certain level. 
- Nevertheless, companies 
producing on Korean sail are 
being forced to invest in auto- 
matio n and research and devel- 
opment to stay competitive as 
wages and welfare payments 
soar. 

Mr K3m Ta e Hwan, general 
manager of the Kolon Group, 
says labour costs rose by 35 to 


40 per cent last year, if account 
is taken of the reduction in 
average weekly working hours. 
The company is acting to 
reduce wage coots and avoid 
further damaging industrial 
trouble after a recent month- 
long stoppage. Production now 
concentrated In one large plant 
will- be spread among several 
new ones that will be deliber- 
ately located far apart, and 
heavily automated. 

"Where it now takes nine 
workers to produce a ton of 
nylon filament. It will take 
only two people in our high- 
tech plants," says Mr Khn, who 
expects productivity to rise by 
about 10 per cent this year. 
Costly though it will be. 
Kolon’s new investments win 
be easily paid for by the sale of 
- the existing' plant, the land 
value of which has rocketed in 
t ywit years. 

The number of people 
employed in the industry fell 
by 41,000 in 1988, while ana- 
lysts estimate the average level 
of factory automation will rise 
from the current 30 per cent to 
between 45 and 50 per cent in 
the near future. Smaller mar- 
ginal c o mpanies, which cannot 
afford large investments, are 
expected either to go to the 


wall or - the lesser of two 
evils - to work as subcontrac- 
tors for the larger ones. 

However, automation is the 
easy part oftrying to keep the 
industry -competitive. Upgrad- 
ing the level of technology to 
keep one step ahead of low- 
wage countries .and at the 
same tune push the Japanese 
further upmarket is the real 
challenge, says Mr Lee Sang 
Kyung, assistant gmieral, man- 
ager of the Korea Federation of 
Textile Industries (KOFOTQ. 
Average R&D expenditure. as 
a proportion of sales has risen 
from only 1 per cent la 1986 to 
2L5 per cent last year, while the 
number of private research 

Keeping one step 
ahead, technologically 
speaking, la the real 
challenge 


centres has grown mom zo to 
6a Very litue in the way of 
advanced technology Is trans- 
ferred from abroad these days, 
says Mr Lee, but an increasing 
amount is coming from several 
government-backed institu- 
tions. 


As exports dropped, local demand increased, writes John Ridding 


Auto manufacturers grasp 
thankfully at local market 


THE condition of the Korean 
automobile industry is a tale of 
two markets. 

Exports have been suffering 
their worst setback since Kor- 
ean care took the international 
market by storm in 1966. Last 
year, sales abroad fell by 
almost 40 per cent to 350000 
units, and the downward trend 
has continued this year. 

By contrast, the domestic 
market has been booming, 
expanding by almost 50 per 
cent last year to sales of 
763,000 units. 

Such strength in the domes- 
tic market has been fortunate 
for the Korean manufacture 
eres. "We were lucky the mar- 
ket was here," says Mr Robert 
Stramy, Executive Vice Presi- 
dent of Daewoo Motor Co, 
“Otherwise we would all have 
been in deep trouble." 

To a certain extent, however, 
the differing fortunes at home 
and abroad are different sides 
of the same coin. Sharply 
increased wage costs over the 
last three years have been a 
factor in both increased domes- 


To an extent, the 
differing fortunes at 
home and abroad are 
sides of the same coin 


tic consumption and in the 
decline of international com- 
petitiveness. 

Other factors are also 
involved, however, in the dif- 
fering fortunes at home and 
abroad. On the export side, the 
appreciation of the Korean cur- 
rency, which rose by about 30 
per cent between 1986 and 1989, 
forced Korean manufacturers 
to raise tbeir prices. At the 
same tune, the fall in the yen 


South Korean vehicle industry 

Market share by company 
AdilM 
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and the establishment of Japa- 
nese plants in the US brought 
the Koreans into closer compe- 
tition with the major Japanese 
producers. 

"It seems that many buyers 
switched to Japanese care,” 
said Mr Stramy, adding that 
"Korean cars do not have the 
same perceived quality." 

Cost considerations are 
expected to ease somewhat this 
year. The won has fallen by 
mare than 4 pea: cent since Jan- 
uary, and disruption from 
strikes is expected to be far 
less severe. Wage awards are 
also expected to be lower than 
the 20 pea: cent rises averaged 
over the. past three years. 

However, external demand 
will continue to be weak. The 
US market, which accounts for 
about 85 per cent of total Kor- 
ean. car exports, has been_ suf- 
fering a downturn, and overall 
sales there are forecast to fall 
by about 5 per cent this year. 

"Everyone has been suffer- 
ing," says Mr'Lee Soo U, man- 
aging director of planning at 
Hyundai Motor Co. "Even 
Honda started offering rebates 
last year." 

The difficu l ties faring Kor- 


ean automobile exports also 
reflect deeper problems. Moat 
immediately, the Korean man- 
ufacturers have concentrated 
too much on the US market 
and have suffered dlspropor- 
tionaHy as a result of its down- 
turn. Attempts at market 
diversification are under way, 
but so far little progress has 
been made. 

This has limited the rate at 
which new models can be 


The current difficulties 
Illustrate the relatively 
weak technology base 
of manufacturers 


introduced, and has also held 
back attempts to move into 
higher - quality and higher 
value added products. 

Traditionally, the Korean 
industry has developed 
through the acquisition of 
technology and design from 
foreign partners. However, this 
has become more difficult. 
"Foreign partners have 
regarded strategic alliances 
with Korean producers as a 


means of gaining access to 
low-cost production at the 
entry level of the market," says 
one motor industry analyst. 
“They don’t want the Koreans 
competing with their upmarket 
models, and are reluctant to 
provide them with their more 
advanced design and know- 
how.” 

The alternative strategy, 
pursued most vigorously by 
Hyundai, Korea’s largest man- 
ufacturer, is the development 
of independent technology and 
distribution networks. In many 
re spects this has been success- 
ful, and Hyundai is now able to 
dwrig n , develop and market its 
own cars. 

"We started to assemble our 
own-designed engines several 
years ago,” said Mr Lee, adding 
that Hyundai plans to spend 
more than 3200m on RAD this 
year .The problem with, this 
approach is that it is slow and 
expensive and requires a rela- 
tively large volume of output 
over which to spread the 
Increased costs. There is also 
the risk that a slowdown in the 
market will make it difficult to 
sustain an independent distri- 
bution network. "Hyundai 
must feel its US sales operation 
is an albatross around Its 
neck,” said a manager from a 
rival Korean producer. 

For the time being, the 
domestic market provides a 
necessary cushion to declining 
exports, and provides a breath- 
ing. space during , ffhich .new 
models and technology can be 
developed. However, analysts 
are agreed it does not provide a 
long-term solution. 

"The strength cf ft** domes- 
tic market has surprised us,” 
said Mr Stramy, "but I think 
that over the next two to three 
years we win see an abrupt 
flattening of demand." 



Spanking new care from thOTactovy are loaded abo ar d HyundaPs own ship to ba exported 


Behind such pessimism Bes 
concern about South Korea’s 
traffic infrastructure. Although 
the .ratio of passenger cars to 
population is about 130, lower 
than that of most of Korea’s 
regional neighbours, the large 
majority of the population 
lives in a handful of large 
cities, increasing the concen- 
tration of traffic and creating 
severe coueestlon. Ambitious 
government plana for new 
roads and subway systems 


may help, but are not due for 
completion until the year 2001. 

At the same time there are 
concerns about Korean produc- 
ers’ capacity expansion plans. 
Ha Economic Institute, part of 
the Kla Motors group, forecasts 
that i i 9m automobiles wifi be 
produced for the domestic mar- 
ket this year, but that demand 
will reach only 900,000 units. 
Several of the manufactur ers 
are also in the process of build- 
ing new production lines to 


come on stream from next 
year. 

"The problem of excess 
capacity is very serious,” said 
Mr Stramy. *Tt means plants 
cant operate at their most effi- 
cient levels, and increases the 
im pact of faced costs." 

This increased capacity 
means Korean manufac turers 
must revive their exports. At 
the moment, however, the 
prospects are not particularly 
encouraging: 


"We don’t yet Bee any sign of 
recovery,” says Mr Kim Yoo 
Chao, Director General of the 
Machinery Industry Bureau at 
the Ministry of Trade and 
Industry. 

Mr Kim is more optimistic 
about the second half of the 
year, courtesy of the lower cur- 
rency and reduced impact of 
strikes. Few analysts, however, 
expect a return to the export 
volumes enjoyed in the boom 
years to 1989. 


Vanessa Houlder looks at Korea’s golden export sector 


The giddy years have gone 
for the electronics industry 


A FULL-BLOWN crisis or 
merely a difficult transition? 
As electronics manufacturers 
face a second tough year, opin- 
ion is divided about the sever- 
ity of the problems of Korea's 
hugest export industry. 

No one is In any doubt, how- 
ever, about the change of cli- 
mate since the giddy years 
between 1986 and 1989, when 
production increased annually 
by more than 20 per cent 

After a period of exception- 
ally beneficial conditions, fate 
seemed to change sides in 1989: 
"As the good times came 
together, then the difficulties 
also came as a package," says 
Mr John Koo of Goldstar, 
Korea’s second largest elec- 
tronics manufacturer. 

In place of a lowly-valued 
currency, low wages and a dis- 
ciplined workforce, electronics 
manufacturers were faced with 
a rapidly rising won and 


After an exceptionally 
good period, fate 
seemed to change 
sides in 1989 


labour unrest which led to 
soaring wages and quality 
problems. In addition, trade 
friction mounted and the EG 
and US began to take a 
tougher stance In dealing with 
Korean electronics exports. 

These problems took a heavy 
toll on .exports, although the 
industry was buffered by a 
strong domestic market. 
Export growth fell from over 40 
per cent in 1988 to just 6 per 
cent last year. 


The problems are particu- 
larly acute for tha flagship of 
the industry - the consumer 
electronics sector. It has been 
harder hit than the industrial 
and parts and components sec- 
tors because it relies on cheap 
labour and modest levels of 
technology. Shipments of con- 
sumer goods fell by 10 

per cent last year. 

The pressures are not letting 
up, and a farther decline in 
consumer electronics exports is 
expected this year. The bene- 
fits stemming from the declin- 
ing value of the Korean won 
against the US dollar have 
been tempered by the decline 
in the value of the yen. which 
has eroded much of Korea’s 
price advantage over the Japa- 
nese. Some Japanese micro- 
wave ovens, for example, are 
reported to be cheaper in Aus- 
tralia than comparable Korean 
ovens. 

Another problem for con- 
sumer electronic exporters Is 
the economic slow-down in the 
US - Korea's main market, 
with a 37 per cent share of the 
total. Added to that Is the 
threat of increased trade fric- 
tion with both the US and EC, 
which is contemplating further 
anti-dumping measures. 

It is a formidable set of prob- 
lems. The yen may, however, 
bounce back - and anyway 
the Koreans are determined 
not to give up easily. Says Mr 
Koo: "We have to continue to 
support our long-term con- 
sumer relationships. We may 
have to sac r ific e our profitabil- 
ity." 

Even this year, however, the 
outlook is not all gloomy. The 
large consumer electronics 


companies are succeeding in 
diversifying away from the US 
market For Goldstar, the US 
now accounts for 30 per cent of 
exports, compared with 50 per 
cent In 1988. 

Taiwan, south east Asia, 
Central and South America, 
and tb fl Middle East are all 
cited as growing markets. East- 
ern Europe and the USSR are 
providing rapidly expanding 
opportunities. Even China, 
where Korea’s export hopes 
were stymied by the military 
crackdown last year, has 
shown renewed promise as a 
market 

Manufacturers are also opti- 
mistic about selling within 
Korea. Sales to the domestic 
market, which accounted for 
some 87 per cent of production 
in 1988, are moving more 
closely into balance with tbs 

export market 

Estimates of its growth this 


It may not be true the 
Industry Is in crisis, 
but companies must 
adapt to survive 


year range from 10 to 20 per 
cent, depending on how dose 
Korea Is considered to be to 
saturation in some areas, such 
as ccdour televisions. Some of 
the manufacturers are san- 
guine: "Families are buying 2 
TVs replacing the old with 
tiie new,” says Mr Lee Jong 
Hae, of Samsung Electronics. 

Another concern is intensify- 
ing foreign competition in the 
domestic market as import lib- 
eralisation progresses, accord- 


ing to Mr Elan Rok Jung of 
Schroders. However. Korean 
manufacturers can take consid- 
erable comfort from their dom- 
ination of the distribution 
channels and after-sales net 
work. 

It may be an exaggeration, 
therefore, to say that the Kor- 
ean electronics industry is In a 
state of crisis. None the less, 
the companies are keenly 
aware they must adapt to sur- 
vive. 

An important part of their 
strategy is to establish more 
factories abroad to help tap 
new markets and gain access 
to a lower cost workforce. The - 
hugest manufacturers, such as 
Samsung and Goldstar already 
have subsidiaries around the 
world, with more being devel- 
oped. Companies are also try- 
ing to get access to lower wage 
costs by using subco n t r ac to rs 
within Korea for low margin 
items. 

At the same time, they are 
seeking to develop their brand 
names In order to reduce their 
dependence on low margin 
OEM products. Goldstar, wmch 
is spending 577m cm advertis- 
ing +hfa year, makes half Its 
products under its own name, 
and it aims to increase that 
proportion to 80 per cent in the 
long term. 

This is part of a general shift 
upmarket in an attempt to 
reduce vulnerability to rising 
wage levels and competition 
from rivals in the region. Qual- 
ity, service and design are all 
priorities in an attempt to 
upgrade products, says Mr 
Koo. "When we compare our 
products with Japanese prod- 
ucts, we see a lot of roam for 



i m p rov e ment,” he said. As part 
of a shift to high value added 
products, companies are trying 
.to shift their focus freon con- 
sumer electronics, which 
accounts for 86 per cent of pro- 
duction, towards industrial 
electronics — which has 22 per 
cent of production - and semi- 
conductors. 

In increasing the rnipiiaftfo 
on semiconductors, they will 
be following the i gfld of Sam- 


sung, South Korea’s largest 
company. Samsung Electronics 
last year impressed the indus- 
try by announcing it was ready 
to start volume production of 
4M-bit DRams, on which. It 
claims, it is merely six month s 
behind the major Japanese pro- 
ducers. It is also developing 
lfiM-hit DRams, an which it 
reckons to be abreast of the 
Japanese. 

To have any hope of compet- 


ing with Japan in high technol- 
ogy, some companies are 
starting to dig a bit deeper in 
their pockets for R&D funds. 
Goldstar is spending 2280m or 
6 per cent of us sales this year. 
Samsung wifi spend between 7 
and 8 per cent of its &7bn 
sales this year, up from 6JI per 
cent last year. 

In adffitiou, the major com- 
panies are likely to benefit, 
from a government research 


initiative, which will provide 
about 8Sbn by 1994 for techni- 
cal work on ele c tronics, semi- 
coiaductoEs and new n wtorfciifi . 

The outcome of these efforts 
may he crucial, ft has been 
said the electronic industry’s 
hopes of survival are based. 
Eke tha Japanese before them, 
oa getting to grips with high 
technology, ft so, the future of 
the electronics companies is a 
testing and uncertain one. 
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Open market means an unfair tight, writes Peter Wickenden 

Farmers struggling into 
the 20th century 




i&w* 


LOPSIDED government 
policies strongly fa vourin g the 
development of the manufac- 
turing Industry have left 
Korea’s agriculture sector hi a 
sad stale. 

‘nils, anyway, is what scone 
government officials and agri- 
cultural economists would 
argue whem faced with pres- 
sure to drop harriers to agricul- 
tural product imports. Tmag- 
lne a schoolboy being pushed 
into the ring to face Mik e 
Tyson,” says Dr Huh Shin 
Haeng, president of the Korea 
Rural Economic Institute 
(KREI): “We are not nearly 
ready to IfaeraUse our market 
completely.” 

The Mike Tysons of the agri- 
cultural world - the US, Aus- 
tralia and New Zealand - see 
no reason why Korea should 
protect markets fir products In 
which it has- no comparative 



Dr Huh sees their successful 
action through the GATT last 
year as a blow that could very 
well finish off the Korean cat- 
tle-raising industry within a 
matter of months, and bring 


other agricultural sectors down 
with It 

' The Minfatxy of Agriculture, 
Forestry and Fisheries main- 
tains that It is administering 
an almost medieval farm sys- 
tem, which in- 1988 still 
employed IT per cent (7.3m 
people) of the population. 
Whfle direct competitors such 
as Taiwan and Japan carried 

Commercial farming 
.... did not start 
' developing in Korea 
until 1968 


out land reform to increase 
farm, size and efficiency in the 
1950g and 1960s . com mercial 
ftiniiiiig did not start develop- 
iug in Korea until 1968, and a 
programme of modernisation 
has yet to get properly under 
w«y. 

- As the manufacturing indus- 
try expanded, the contribution 
of agriculture to the GNP fan 
from 232 per cent in 1970 to 9 l 2 
per cent in 1988, while the 
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At Hotel Lotte 

There's one Common link. 

More and more businessmen choose our New 
Wtag for its mnampromirihg luxury and esecu- 
tive services. 

Here, they enjoy roams that are the biggest on 
average in town, generously- sized desks and 
quick access to a fax. copier and typewiitet - 
From express check-in at : our Hospitality 
Lounge, friendly assistance and a smfle are 
nerer^away. 

Count pn more pluses Hfee unsurpassed down- 
town location tl^ adjoins the Lctte Department 
Stare and Asia's laigestDuty Free Shop. 
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self-sufficiency rate dropped 
from 80 pot cent to 38per cent 
in the same period- The aver- 
age farm size is Ll7ha, and in 
many cases this is split up into 
several separate lots same dis- 
tance apart 

Dr Huh also sayB that as 
wages in industry increase rap- 
idly, the - disparity between 
farmers* and workers’ incomes 
is widening equally fast, caus- 
ing an ever-greater flow of 
young and better educated peo- 
ple to the cities. The rani- pop- 
ulation is ageing, poorly- 
schooled and a shortage of 
young males, giving rise to 

RnriaT problems. 

. Redaction of tariffs and 
removal of Import restrictions 
has been going on since 1980, 
and accelerated when Korea's 
balance of payments surplus 
began.to mushroom from 1986. 
According to the KREI. the 
agricultural products market is 
already more than 80 per cent 
open, and 60 per cent of all 
foodstuffs and feed grain are 
now imparted. 

Although Korea has already 
conceded eventual defeat, the 
battle to open up the market 
completely is llloely to become 
fierce, particularly where it 
affects staple crops like rice, 
an d togbpriced but tow quality 
local ntth and fruit- In April 
1989,' the government 
announced a three-year plan, 
under which import of 243 agri- 
cultural products will be liber- 
alised by 1991, by which time 
the market should be 85 per 
cart open. 

In addition, under a GATT 
Balance of Payments Restric- 
tions Committee ruling last 
October, Korea must present a 
three-year import liberalisation 
schedule in March 1991 and 
another one in 1984, with the 
aim of liberalising the market 
comple te ly by 1997. 

However, fanner Minister of 
Agriculture Kim Sik was 
quoted in March as saying that 
Korea wfll never fURy open Its 
beef market as It must “at any 
cost” protect the local livestock 
industry. In the recent Cabinet 
shuffle. Mir Bam was replaced 
by Mr Kang Bo Seong, who, 

| while in opposition, cam- 
paigned rigorously for the gov- 
ernment to main fain a protec- 
tionist policy. 

Senior 'ministry nfftnials say 
Kang may try to stall the open- 
ing of the market until 
restructuring and modernisa- 
tion of the industry have 
shown some results. 

Dr Huh says it wfll take 10 
yeans to establish a system of 
large a nd rfflefont farms. Until 
| then, imports of beef, Korea’s 
fourth most important product, 
will have a devastating effect. 

I Of the i-ftm farm households, 

702,000 are small cattle raisers, 
With an average of only two 
animals each. Many families 
I rely an the yearly production 
l of a calf, the sale of which 
keeps them just above the 
Ixreadhne. 

“For . these people, no calf 
-means no hope,” says Dr Huh: 
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Ian Rodger examines the apparently golden future of building 


Construction industry not 
as happy as it seems 


*77 we liberalise the market 
now with a 20 per cent tariff 
rate, production of new calves 
will end by 1992. Even if we 
have a loo per cent famff it 
will end by the year 2000. 
There wffl.be enormous losses 
to farmers, mid they are very 
emotional about it” 

He attributes the ruling 
p a rty’ s recent by-election loss 
In & ru ral to disgrun- 

tled farmers, and ominously 
notes their propensity for stag- 
ing violent protests. Dr Huh is 
resigned to seeing beef produc- 
tion all but disappear, but be 
has faith in the fixture of the 
fruit, vegetable, park, chicken, 
and flower sectors: “I have dis- 
covered an agricultural mira- 
cle: I have found at least 50 
high quality Items that we can 
export.” 

He is convinced that Korean 
pears, orange juice and leather, 
for example are quite simply 
the best in the world. 

Exports of apples have 
increased by 2J00 per cent and 
pears by 530 per cent since 
1984, Taiwan bring by far the 
biggest buyer. 

The value of park exports to 
Japan increased 10-fold fr o m 
1966 to 1988 to reach Stih&n. 
Kfanchi, the Korean version of 
sauerkraut, has also proven 
popular with the Japanese, 
who devoured nearly 3,000 per 
cent more in 1988 than the pre- 

Exports of apples 
have Increased by 
2,100 pc and pears by 
530 pc since 1984 


vious year. 

However, Korea’s trade defi- 
cit in agriculture rose 190 per 
cent to- $L17bn in 1988, and it 
faces stiff competition in the 
fisheries and fruit markets 
from Taiwan as well as from 
developing countries in the 
tropics. 

Restructuring to increase 
competitiveness fa now a prior- 
ity. The government's master 
plan calls for the spending of 
$28bn by 1993. Farmers are 
being paid not to prodnee com 
and wine grapes, and given 
loans to buy each other's par- 
cels of land in order to increase 
average farm size to 2.7ha by 
the year 2000. 

To increase the proportion of 
non-farm income, 350 rural 
industrial complexes will be 
built by 1993, and training 
courses provided for farmers. 
TV) implement the plan, a spe- 
cial law for rural development 
fa being drawn up. 

Only when the plan has been 
successfully implemented will 

Korea consider speeding up the 
liberalisation of imports, says 
the ministry, which stresses 
the nan-trade concerns of agri- 
culture at every round of bilat- 
eral negotiations. 

Says Dr Huh: The whole 
point is that we must give 
farmers time to decide their 
own fate.” 


KOREA’S construction 
industry fa probably the envy 
of its peers these days, with a 
booming home market and 
sharply improving prospects in 
its prime overseas market, the 
Middle East 

The home market, which 
was widely forecast to ennapm 
after the 2988 Seoul Olympic 
Games, has bounded ahead. 
Total contract awards Jast year 
were up about 50 per cent to 
mm iSjDOOhn, according to the 
Construction Association of 
Korea, and further robust 
growth can be expected for at 
least the next couple of years. 

Orders from abroad, too, are 
set to soar this year, as oil 
prices rise and reconstruction 
in Iran and Iraq gathers 
momentum. The year got off to 
a great start with the signing 
of a mammoth Sx5bn contract 
between Dong Ah Construction 
Industrial and the gover nm ent 
of Libya for the construction of 
the second phase of the Great 
Mian Made River Project 
(GMR). 

However, in spite of this 
favourable near-term outlook, 
all is not wen In the Industry. 
Contractors are finding that 
higher labour costs and a pau- 
city of sources of easy finance 
are squeezing their once formi- 
dable international competi- 
tiveness. 

At homo, labour unrest and 
shortages have pared margins. 
As with many other export ori- 
ented industries in Korea these 
days, there fa a certain amount 
of alarm abont whether the 

mfrppte fa amting 

“The situation fa serious,” 
'said ffiinng Horn Mok presi- 
dent of Hyundai Engineering & 
Construction, the largest Kor- 
ean contractor. While there 
were 85 contractors licensed to 
work abroad in the early 1980s, 
he said, fewer than 27 now 
remain, “and many of do 
not have much new work 
abroad.” 

The Korean construction 
industry startled the world a 
few years ago by rising near to 
the top of soma league tables of 
international contractors. 
Using a rnmM nfl Hnn ot Cheap 
lahmw and famgh managwmmt, 

Korean contractors, who had 
built up their expertise daring 
their own country's rapid 
industrialisation in the 1960s 


and 1970s, muscled in on the 
Mg civil engineering markets 
in developing countries, espe- 
cially the Middle Easton the 
late 2970s. to 1981, they bagged 
$l3.7bn in orders from the Mid- 
dle East, the second largest 
volume for any country. 

Since then, unfortunately for 
them, things have got tougher. 
The decline of oil prices and 
the Xran-Iraq war drastically 
airbed obstruction activity to 
the Middle East as the tfarairip 
progressed. Last year, the Kor ; 
ean industry took only $L4bn 
in orders from the region. 

A more serious problem has 
been the loss of competitive- 
ness of Korean labour. There 
was a time when Korean work- 
ers would put up with low pay 
and primitive Bring conditions 
just to secure work on a con- 
struction site abroad. 


A big problem has 
been the loss of 
competitiveness of 
Korean labour - 


No more. According to a 
Ministry of Construction offi- 
cial, Korean workers now 

Hip) at m da ra n t tmiiirinp and 

and have successfully bar- 
gained for relatively high 
wages. The average monthly 
wage for overseas Korean con- 
struction workers 1s now 31,700 
per month. The result fa that 
Korean co ntr acto r s have begun 
hiring other nationals, mainly 
Filipinos, Bangladeshis and 
Pakistanis, who are willing to 
wor k for much lower wages - 
about $650 per mouth - and 
live in primitive oondittons. At 
the pedk in 1982, there were 

270,000 Koreans working on 
construction sites abroad; 
today there are only 17,300, and 
the Korean contractors are 
employing 40,000 nationals of 
other countries. 

Among other things, this 
change means overseas con- 
tracting is of considerably less 
value to the Knrgwri Bmn flm y 
than it was, although so far 
there fa no sign that the gov- 
ernment fa becoming less inter- 
ested in It However, there fa 
some grumbling wmnwg con- 
tractors that the government fa 


not providing enough sources 
of finance for overseas con- 
struction projects at a time 
when finance is becoming an 
increasingly vital element in 
the competition for contracts. 

The contractors have been 
dismayed, for example, to find 
that in Iran and Iraq, where 
they worked on projects faith- 
fully through the war, the 
authorities are more interested 
in cheap finannp for their reha- 
bilitation projects than In 
rewarding Koreans for their 
loyalty. 

The contractors are trying to 
get out of their predicament In 
a number of ways, mainly by 
diversifying the source of their 
overseas contracts and by try- 
ing to increase their technolog- 
ical capability. A handful of 
companies have managed to 
get licenses In Japan and are 
patiently trying to establish 
themselves in that most diffi- 
cult market. 

The wiaiw challeng e for the 
amtractora, said Mr Chung fa 
to Improve management «wiia- 
“We have to retool our organi- 
sations so we pay attention 
more systematically to the 
financial aspects of projects 
rather than just engineering. 
We live in a period when for- 
eign exchange rates are chanc- 
ing all the time, conditions in 

ftnaririal marirrig change 

host governments change regu- 
lations with little notice. We 
have to be much sharper.” 

The leading companies are 
spending more on training and 
are recognising that, as they 
move into higher technology 
areas, they can no longer 
aspire to be all things to all 
people. Instead, they must 
learn to carry out projects in 
co-operation with other con- 
tractors who have expertise in 
special areas. 

All these pressures are less 
apparent in. flw domestic mar- 
ket where industry leaders 
frankly admit that the possibil- 
ity af foreign competition fa 
virtually nfl. “In principle, the 
market is open, but there are 
many conditions that have to 
be fulfilled to get a licence,” 
said Mr Jin Mo Go, director of 
tiie planning and co-ordination 
office of the Construction Asso- 
ciation of Korea. So far, not 
one foreign company has a 
licence. 


The domestic market has 
qj g q become more Important to 
contractors in recent years, 
and now accounts for more 
than three quarters of the 
Industry’s total activity. 

As one might expect of a rap- 
idly developing country, the 
market fa still strongly ori- 
ented to dvil engineering. The 
construction of roads, bridges, 
dams, power plants, airports, 
railways and the like 
accounted for more than a 
quarter of contract receipts In 
1988. Housing, including resi- 
dential shops, accounted for 
202 per cent, factory construc- 
tion for 15£ per cent and office 
and commercial building for 
10.7 per cent 

The government, which has 
found its budgetary situation 
much stronger than expected 
in the past couple of years, has 


Domestic orders are 
expected to be up 
about 12 per cent this 
year from 1989 


committed itself to maintain- 
ing a high pace of activity. 
Three new airports, a 
high-speed rail line between 
Seoul and Pusan and new sub- 
way lines in Seoul will keep 
many contractors busy in the 
next few years. 

Also, the private sector fa 
stepping up its capital spend- 
ing in an effort to overcome 
the negative effects of the 
stronger won. Domestic con- 
struction orders are expected 
to reach won 330.00 Obn this 
year, up about 13 per cent from 
1989, and the CAK fa forecast- 
ing an average annual growth 
rate at 10 per cent over the 
next decade. 

The industry's biggest prob- 
lem at home may turn out to 
be a labour shortage. The CAK 
estimates the shortfall this 
year at 9,000 people, rising to 

103.000 by 1992. 

The association admits 
bluntly that this fa because of 
poor working conditions at job 
sites and the high risk of 
industrial accidents, all of 
which suggests yet 
challenge in the time ahead for 
company managers. 


Davy 


SOUTH KOREA’S 
TECHNOLOGY 

PARTNER 


Through the 1980s Davy has developed links with 
South Korea extending over a wide range of technology- 
based engineering projects. 

The value to Davy, and to Britain, of the company's 
Korean connection In this period is around £250 million. 
Projects currently under way or recently completed 
include: 

[ g^ Four 13.2 metre diameter blast furnaces at POSCO’s ' 
Kwangyang works; 

B Foundry iron blast furnace and an anneal and pickle 
line for stainless steel at POSCO’s Pohang works; 
IKI Electrolytic tinning and tin-free steel facility for 
Pohang Special Tinplate Co; 

IKI 4-high aluminium rolling mill for Choi I Aluminium 
at Taegu; 

IKI Plasma arc furnace development venture with the 
Research Institute of Science and Technology; 

IKI Low pressure oxo alcohol plant for Lucky Ltd 
™ at Na/u; 

S Butanediol plant for Dong Sung Chemicals at 
Ulsan; 

|Kj Nylon 6 polymerisation plant for Tong Yang Nylon 
Co. in Seoul. 

IK] Two steel sheet galvanizing lines for POSCO; 
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FACED with having to tramp fee 
streets with his young family , 


w-ririflg whpfl Us qcVprt 

him to vacate his flat Be wrote: 
*1 can S 0 kp gw the Shame 
of not being aUe to affiant a roof 
over my family's head.” 

In Kotos, where siriddeis seen 
as a ritual protest for rtwatienis, 
labour activists or sUafents who 
have failed the aMmpartant uni- 
versity entrance exams, his death 

was barely noticed. 

Dissident groups estimate that 
five people a week co mmit sui- 
cide ^ ¥i ™ |, qi spiralling pgyrfa and 
land prices are generating a new 
breed c£ Now, along- 

side fee weHMocurngited plight 
of fee many urban poor made 

hfinipipgq dne to a redevelopment 
pfg ramtw. in Seoul to coincide 
wife fee Otympk?, fee voice of 
fee class is being heard 

far the first time. 

Rampant land speculation 

fuelled by spiralling pnces and an 
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Poverty and corruption plague society, writes Michael Breen 

Social problems escalate 


acute fond shortage has turned 

home ownership for most middle 
class Koreans, fee new economic 
ftHfa with a powerful say in pafir 
tirc and Tmirh desired cCMSUmea. 
intn an “impossible dream." 

While fee coffee shop gosdp 
pays pwwliy reference to soaring 
crime, the still cantankerous sore 
of corruption in an walks of life 
and SeouTs ever-mounting traffic 
problem, the biggest talk is about 
propert y prices. The price of land, 
a m y y W i q * to fee state-run Korea 
T-and Development Corporation 
(KLDC), soared 30£ per cent 
nationwide. In some areas in 
Seoul it tripled in Just months. 

Embittered by fee Govern- 


ment's decision to shelve key eco- 
nomic rp fn rmg feat would have 
made ft harder fbr the chaebol to 
conceal their use and o wne rs hip 
of land many middle dim Kor- 
ean famntaa are resigned in adult- 
hood to life with fee husband's 
p a re nts in a small two- to three- 
roomed house shared by about 
six people. Jh Seoul, there are 
only six houses or ap artments fear 
every 10 

University-educated Soh 
Kyung Suk, director-general of 
the Citizen’s Coalition tor Eco- 
nomic Justice, a d wgiHw n * hous- 
ing watchdog, is still beholden to 
his parents tor a roof aver Us 
head. Alter 15 years of saving he 
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Two Korean women to colourful hw toc fc n ational 
weap o n s aucb m w ddtog i . 
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has only half of the US$290000 
nee ded to buy a new three- to 
fcoHoamed flat 

*1 have come to fee reaBsatkm 
that I am now never gring to 
have my own bmna While I was 
studying overseas I always 
beHeved that as our economy 
grew mm* Of fee miiMfa rfareog 
would have a better chance of 
home, ownsship. But until these 
are sugar laud reforms, that nar- 
row gap between the ‘haves* and 
ttie *have rots’ will never get bet 
ter,” he said. 

With the Government tmtrip g 

ilS a ttwi H nr] -(o fla wing cfr p rfr+ u 
there are fears that welfare 
spending win lose out in fevour 
, of export incentives. However. 

I tids year’s spending on wefiare to 
1 set at USWfiSta (32,7 per cent of 
fee budget) as against last year's 
US$Q£m (28£ per ceutX accord- 
ing to figures fr om the Economto 
Ha nn in g Board 

In the key welfare sectors, 
social services accounted tor 
USgSXbn last year, housing tor 
jssom health ynwm, and iwnWh 
insurance $69Qzn. Ear tins year 
housing accounts for 5300m, 
lwnWi 5200m, and health insur- 
ance 5870m. For housing and 
health these may turn out to be 
cuts in real terms. 

hi housing, the most pressing 
area, it is estimated that the pres- 
ent supply is only 88 per want of 
demand- The Gove r n me n t has 

to provide 300 to 400 eparf w Mn* 
complexes now to meet demand.” 
says Sir of fee hiimwi ooafl- 
tkm. Be daims fee Governme n t's 
programme to bafid five satefltte 
cities around Seoul wife 2m new 
Imwiiw bv 19S2 ta Inatoi na tp 

According to the last gove rn - 
ment census fafcen in 19 R5 , only 
53^ per cent of Koreans own 
their own home. “to the dties the 
figure is much leas, around 41 per 
cent," says housing expert Mr 


Lee KJm Bang of the Korea 
Resear ch Institute tor Tftwwwn 
SetHementa (Krteh), a quasi gov- 
grunent femk-tank. Mr Lee, who 
earns around TBft.400 a mnnfe 
alter tax, echoes Mr Sob's «*»«m 

no 

poor. “By official statistics l am 
m the top io per cent earnin g 
bracket, hut it b Tmpf«gft^ tor 
me to l«y a decetd house. 

The mam hurdle to home ownr 

BTShip is feat finance is ahwnaj 

imppfflffiTp to come by. The Gov- 
ernment hay earmarked 
US85£0Qxn for lionalng fln unrA 
tids year; up 300 per cent in the 
last two years, but tids b stfll 

well short of demand Tnarya are 
avaOable ftam the National Hous- 
ing Food and Bousing Bank, but ’ 
UWhg are limtfa — and on aver- 
age tinge bans only «m «mt to 
30 per oetet of feat needed, with 
the rest earning from relatives 
and shortterm oedit institutions. 

Once tiie “im powdhte dream* 

has beat arrran p Hshpd, nTT Jg not 
s unrf>ir>a ary j irww , HmtnphnlAara 
lammt that a b waMn um in law 
and order following the street 
battles of 1987, when democratic 
reforms were granted, has meant 

feat no ri th t m jg <stfa 

la fee new social dimate,, wife 
adedtoetoOontocaanvahiesand 
temagos no lnngpr considering 
themselves accountable to their 
parents, robberies are reported at 
one in six h ouse ho l d s in urban 
areas. There b a rapid increase in 
teenage crime, indu ctin g previ- 
ously unheard-of »<vy >n nt« of 
youths raping and stabbing five- 
and six-year-old girls in play- 
groundSL 

There has also been a puldlc 
backlasb against the police; read- 
ing betwee n fee fines of public 
hysteria as reported in fee local 
newspapers, and gover nment pro- 
paganda. time b no doubt feat 


IF YOU take a taxi from 
Seoul's Kimpo airport, the 
chances are you will be ripped 
off. The fare to downturn 
Seoul should be around won 
7,000. A fast-nmnlng mete or 
a cheat wife fee meter off 
means you will probably be 
asked for at least won IS ,000. 
After protesting and produc- 
ing a pen and paper to note his 
number (not fee number 
pasted in front of the passen- 
ger seat which is only a tele- 
phone number) you may get 
out for won 10 , 000 . 

Don't worry. This can only 
get worse. At least you can g»t 


Seoul: one big traffic nightmare 


a tmrf at Kimpo — and proba- 
bly keep it to yourself toot 
Seoul is one of fee world's 

traffic nl ph tma T M Turk are 

incredibly dHWrnit to get; driv- 
ers oft en reftise to turn on the 
meter; they pick and choose 
whom they feel like taking 
and regularly reftise to go to 
even quite accessible parts of 
town. When they go, they 
drive Him demons poss e sse d if 
there is a free bit of road 
(which to not often as Seoul to 


usually a fipntlf tmfUr jam 

crawling from one side of the 
Haw River and inn* again). 
Hapless potential passengers 
shout des tinatio n into 
partially occupied taxis; sullen 
drivers may take them in if no 
major detour to i n v o lve d. 

If you do get a cab feme to 
plenty of time to waMa* your 
luck; the average time needed 
to travel 20km by car in Seoul 
is 56 miiiTrtaa (Tokyo 44, Lon- 
don 32, Paris fflL New Yack 29 


according to the Korea Trans- 
port In sti t u te, although rush 
hour travellers of those dtiw 
may also be fliigl v m a disbe- 
lieving gasp). Traffic speed 
a verage s only lflkm/h in Seoul 
- and will be down to l2km/h 
in 1992 and 6kn/h by 1996. 
THa may be as wen, consider- 
ing South Korea has one of the 
world’s worst road death tolls: 
32 killed a day (plus 788 
injur e d ), which works out at 
an annual death rate of 24 per 


100,000 people (19 in the US, 
10 in Japan and 9 A in Britain). 

Is the subway tile answer? 
Not nwii»— yon are exception- 
ally robust: the subways cram 
in 2£ times their m a x im um 
capacity during the rush hour, 
passengers being forced into 
tiie carriages by "push men" 
who earn US$3 an hour for 
fhk service on the platforms. 
If you are unlucky enrmgh to 
be coming from Inchon to 
Seoul on the monring subway. 


Koreans are gamm dy ****** wed 
about puhfic safety. 

fixmente of women being kid- 
napped in daylight by “white 
glare" gangs and then soM to 
ntfhei owners have become an 
important issue wife women's 
rights groups. On most days the 
press nmu tail stories of Korean 
teenagers being sent to Japan as 
e n t e r tain ers, only to be forced 
into v mliing as p w mMtH hta 

Jhced wife an Increasing fcxi- 
deace of armed robberies last 
year, fee Government ordered 
Soufe Korean poHce men c m foot 
patrol to cany guns from Janu- 
ary. A lwMnlg h l flii fa » lwa wlcn 
been placed on all nightclubs 
except those in tourist hotels, as 
the authorities footed the nation's 
red fight areas were becoming 
breeding grounds for hoods. 

As well as mounting crime, 
Koreans are concerned at the cor- 
iuption wfafah is still vmy much 
apart afevayday fife. Insp&e of 
several campaigns to crackdown 
on crime in the civil service, 
many cHTI have to be 
greased in business circles and 
education The whi te envelopes 
or "chcstf” are still modi in evi- 
dence in fee «wd govern- 

ment departments. 

In e ducation, wife most mrircr- 
ftltteff wtfa ffTThif^lpri in various 
disputes over wmn a say in cant 
pus affair s by students, reforms 
to fe» wiijii ij M i [- fa mt entrance 
earn are being bricked by hawks 
in the Education Department So 
stiff is the competition, with crily 
nha in eight «*"*«*« » Him y a 
pku-fr fee ftrwfc tirnH m wrnd, feat 

last year 126 seco n d a ry students 
committed suicide, mostly 
through wwgufcfe ea n &tal by poor 

■ B ul a i iw pirftniwnrB and family 

strife. Of last year's 1GR854 gradu- 
ates, 37 j 6 per cent have stiH to 
find a job. 

to. fee ownin g decad e, wife fee 
Governments official wnpwipin y- 
mean figu re of 2.7 per cent said to, 
be understating the real posttkm 
which is closer to 4 per cent, 
m u m ^ pln yiiMil; especially a mong 

partnafam jg Ai q uriwl to be the 

next social panbtem to overcome - 
and mfemn few next cbw of 


the tr ato wil l have 3^ times 

Hu litiiMiiHiiiH passenger copse* 

ity and your feet may never 
touch the ground. 

Buses? Very complicated, 
and 1JS times maximum capac- 
ity aft rush boor. Maybe •Vjo- 
tongchlok" (traffic heU) is 
pefarahle, ad there to always 
the !*■»■* few* you wifi, hap- 
pen upon one of the rare 
golden individuals - a 
friendly, honest driver who 
knows the way to your desti- 
nation. Just something to 
read and pi™ on being 

Robin Paulwy 
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Step up to success with Ssangyong reliability. 






At Ssangvong, we’ve taken a lot of steps 
tecentlY *at add to our SCtyear tradition 
of proven rel i ability : annual trade volume 
of over $23 baBon, Guinness Book record 
wife construction of the world’s tallest hotel 
in Singapore’s Raffles City Cnrnpfr g the 
world’s largest single cement production 
facility, and total sales volume in 19® of 
well over $7.1 billion. 

And we continue to grow, step-by-step, 
in such diversified business and industrial 
fields as cement, construction, oil refineries, 
automobiles, machinery, securities, insur- 
ance, computers, electronics, paper, shipping 
and general trade. 

These are all visual accomplishments 
based on invisible traditions of reliability 
and responsibility, mutual trust and respect. 
With a growing number of partners around 
the world, we look forward to continued 
glOWfe and progress in an ex panding « mm- 
ber of business activities. And we think feat 
it’s about time you, toa joined us. Step up 

to new bu^ness and industrial success wife 

a reliable name — Ssangyong. 














begun. In response, an exclusive 


group of so-called first-tier 


component suppliers is beginning 


to develop. Kevin Done reports , 


A build up 


WORLD 


of pressures Automotive Components 


r;: *. • . 


THE COMPETITIVE pressures 
building up in the ginhai auto- 
motive industry are farcing a 
re-shaping of the often turbu- 
lent and adversarial relation- 
ships between the vehicle 
assemblers and their compo- 
nents suddUcts. 

The drive by vehicle assem- 
blers for improved quality and 
productivity depends vitally an 
the gnmp w wntu industry. Bo th 
sides of the industry accept 
that soppUen most be drawn 
into much closer relationships, 
with the components makers 
shouldering a growing share of 
the research and development 
burden. In re tn m the compo- 
nent makers expect increas- 
ingly to be chosen as stogie 
source suppliers with 
long-term contracts. 

This global challenge Is lead- 
ing to the development of an 
exclusive group of so-called 
first-tier components mppHars, 
which are iwwimiHg crucial to 
the vehicle makers* ability to 
maintain a technological lead 
in differ ent sectors of vehicle 
development and performance. 

Acceding to a recant Arthur 
Andersen Delphi Stndy “rela- 
tionships between vehicle man- 
ufacturers and suppliers 
emerge as ena of the most criti- 


cal issues of the 1900s. Vehicle 
manufacturers seem to be 
insensitive to the needs of sup- 
pliers, which in turn causes 
suppliers to be so mewh a t cynir. 
caL Te a mwork and processes 

for working together are essen- 
tial for each group’s success in 
the years to earned 
. The. world ante industry is 
entering a decade of intense 
global competition and rivalry, 
and a new phase of testrnctur- 
ing is under way with the 
focus tit present on in Europe, 
to the last few months Font of 
the US has taken over Jaguar, 
toe UK l u x ur y car maker. Gen- 
eral Motors of the US has 
acquired a 60 per cent stake 

anil • | ^ani»pim»wt Control faj 

Saab, the Swedish car maker, 
while Volvo of Sweden and 
Renault, the French state- 
owned auto group and the 
MnwfiwBt of toe big volmite 
car makers in Europe, have 
altered into a far-reaching affi- 
ance involving both their car 
and truck. operations, . 

•' D aim ler-Benz is holding 
wide-ranging talks wtthMtian- 
Msfai of Japan, while Font and 
Flat are negotiating a restruct- 
uring of their tractor and 

heavy truck operations. 

CfaamgM in owncobip of the 


vehfrfft makers Karo Tmmi>w 
diate consequences for the 
components industry. “At a 
stroke the r elationsh ips that 
they have built up over many 
years with a manufacturer are 
at risk. Overnight they 
that the derisions about com- 
ponents to be used in a new 
car model are being made hr 
engineers and purchasing peo- 
ple in another company in 
another country,” says Mr Kad 
Ludvigsen, chair man of Lud- 
vigsen Associates, the UK- 
based automotive industry con- 
sultants. 

At the very least such a pro- 
cess Of wunimlMaMnn ]S aHmtijg 
greatly to the squeeze on sup- 
pliers' profit margins, as the 
vehicle assemblers to use 
larger volumes to push down 
th«r purchasing costs. 

The VOdd’S leading vehicle 
maker s are hfrfng the m selv es 
for a decade with relentless 
competitive pre ss u res as over- 
e^ parify in the auto industry 
Increases, the rate of growth in 
A*mnnH slows and the expan- 
sion of the touting Japanese 
car . and truck producers devel- 
ops further in North America, 
and hugiim to have an appre- 
ciable I mp art rn Europe. 

The vehicle are fac- 


ing sharply rhtfug expenditures 
on product development and 
heavy capital investment 
demands, not least to deal with 
Increasingly stringent environ- 
mental regulations. 

For Mr Raymond Levy, 
chairman of Renault, the 
unpalatable agenda faring the 
ante industry includes: 

• A dow nt urn in the car and 
truck market, which was at a 
record level in Europe last 
year. 

• The question of “the very 
acceptability of the automo- 
bile, 0 its effects an the. environ- 
ment with air pollution, noise, 
truffir congestion *«wd safetv. 

• The quickening pace of 
technological change, sharply 
rising research and develop- 
ment costs, the launching of 
new models at rioser intervals. 

• The ballooning of capital 
expenditures ami afawp i y clim- 
bing marketing costs “as com- 
petition Increases with the 
aMwnJant risk of a price war." 

• Overshadowing all these 
elements, the Japanese threat, 
toe budding of Japanese pro- 
duction and wngh Mwt ng capac- 
ity inside Europe, and the 
expect a tion that the Japanese 
share of the European market 
canid rise to 18-30 per cent 


from around 11 per emit (9.5 
per cent within the European 
Community) imp l yin g the pos- 
sible elimination of one of the 
present players in Europe. 

The rimillftp gwft faring the 
vehicle makers are no different 
far th» compon ent makers. Mr 
Vincent Sand, chairman and 
chief executive of PPG Indus- 
tries of the US, a leading global 
producer of flat glass and coat- 
ings for automotive indus- 
try, says the industry is faring 
“wrenching adjustments and 

iilirin mg irarghm Thor p nan 

be no doubt that the 1990s will 
test the Industry’s ability to 
adapt, as never before. In the 
marketplace the Big Tien (the 
leading US, Japanese and 
European auto groups) face the 
commercial equivalent of war, 
and we know that some of the 
combatants are faced with cap- 
ital spending needs that weigh 
heavily an their ability to stay 
on the field." 

The automotive components 
industry Is still highly frag- 
mented — particularly in west 
Europe. Many small and medi- 
um-sized components mafaw 
are limited to operating in 
rational or regional markets, 
but these companies are 
increasingly being c onfr onted 


by competition on a global 
or-wio as the Vnii»Ktr y leaders 
internationalise their 
operations to follow closely in 
the foot-steps of the vehicle 
assemblers. 

Western European suppliers 
are faring the looming chal- 
lenge from their Japanese 
rivals, which has become real- 
ity in North America. 

It is estimated that Japanese 
components makers have 
established more than 300 
plants in North America, 
largely supplying tile so-called 
transplants — the North Amer- 
ica-based Japanese car and 
truck assembly pi«nt»- 

According to Mr Gregory 
Macosko, a principal of the 
US-based Easton Consultants, 
which specialises in strategy 
development for automotive 
companies, tile arrival of the 
jnnanPHo comnonents makers 
in the US has “shaken tile 
foundations of the domestic 
imp p Upr community.” 

Throughout most of the 
1980s between a quarter and 
half of the w w wpniiien tH trans- 
plant operations started in 
North America have been in 
tiie form of jotot ventures, but 

Mr ttortim suggests that thin 

share wifi. IMlm the nrnntng 


decade, and in some cases the 
Japanese components makers 
are buying out their local part- 
ners. Easton calculates that 
the number of t ransplant com- 
nftwentg nianta in North Amer- 
ica will rise to more than 350 
during the earty 1990s. 

It Is nwrirar tO what wlw it 
the North American experience 
in components will be repeeled 
in west Europe. Japanese 
vehicle assemblers have 
riahnad that they wifi be seek- 
ing first and foremost to use 
existing components makers in 
Europe to supply their local 
assembly piant« but some of 
the large Japanese automotive 
components companies are 
demonstrating that they are 
determined to follow the 
assemblers by breaking into 
tho fa p yan marirpfc- signifi- 
cantly, most of the big Japa- 
nese companies are tied closely 
to foe vehicle makers through 
tightly interlocking equity 
holdings. 

to recent months both Nip- 
paztdenso and Cnlaonic, which 
belong respectively to the 
Toyota and Nissan control 
spheres, have made important 
forays into Europe. 

The moves are the first steps 
by Japanese auto moti v e cam- 
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Editorial Production: 
PhlUip Halliday 


ponents makers to establish a 
presence in Europe through 
acquisition. 

The intensity of the battle 
was underlined earlier this 
month with the decision by the 
US Federal Trade Commission 
to investigate the activities of 
Japanese car manufacturers in 
the US following complaints 
from US industry that they 
have entered into exclusive 
relations with their Japanese 
parts suppliers, and have 
exported to the US their “kei- 
retsu” system of Interlocking 
boards of directors and. rigid 
supply agreements. 

The US investigation will 
focus an “ownership interests, 
supply contracts, any evidence 
of discriminatory pricing and 
thp possibility that singly or in 
combinations, these tactics 
may produce exclusionary 
effects that limit the ability of 
US firms to compete effec- 
tively." 
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Ufedliketo 

colour 

your thinking 


At AC Rochester, we’ve built a reputation for thinking ‘green. 

So you won’t be surprised to leam chat we pioneered, and are now world leaders in, 
catalytic converters. . 

What wffl surprise you is that, unlike other companies, we ve made emission control an 
integral part erf engine management systems. 

Wfe provide state-of-the-art fedliries and engineering in all these areas: Air Fuel Control, 
Fuel Handling, Ignition, \hlve 'Gain, Filtration (air/fuel/oil), Engine Control Electronics and, 
of course, Exhaust Emission Control. And we offer worldwide manufacturing capability. 

If you’re thinking of a complete engine management system, we’re 
geared to support your move from initial design to final assembly. 

Wr’re also ready to supply any sub-system, module or component you 
may need now. 

AC Rochester A breath of fresh air in engine management. 



. A Division of General Motors Automotive Components Group 
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Kevin Done assesses the prospects of the world’s markets 

Burdened by excess capacity 


THE AUTOMOTIVE industry 
win be burdened by an excess 
capacity to produce around 
8.4m vehicles this year, an 
over-capacity of about 20 per 
cent, according to Mr Harold 
Poling, chairman and chief 
executive of Ford Motor of the 
US, the world’s second largest 
car maker. Over-capacity of 
this magnitude "means we will 
be feeing a brutally competi- 
tive environment world- wide." 

The world car market is 
expected to show growth in 
each of the next five years, 
according to the latest forecast 
from DRI Europe, the London^ 
based automotive analysts, but 
the expansion of demand will 
only soak up a modest part of 
the new capacity that is being 
built as competition intensifies 
between the leading vehicle 
makers of Japan, Europe and 
the US. 

Car sales world-wide grew by 
2 j 9 per cent last year to 35.4m 
following an increase of 5.4 per 
cent In 1988 according to DBTs 
World Automotive Forecast 
Report p ublished thin month 

DEI expects a slower growth 
rate through the first half of 
the 1990s. World-wide sales are 
forecast to be virtually 
unchanged this year, but 
demand is expected to acceler- 
ate gradually with growt h of 
Ll per cent in 1991 and L7 per 
cent in 1992. By 1994 world- 


wide car sales are forecast to 
reach 38.6m compared with 
only 3CL3m in 1984. 

According to Ford the trend 
of growth in the world automo- 
tive market including trucks is 
expected to be about 2 per cent 
a year over the next decade 
compared with as per cent a 
year in the 1980s. 

Importantly for leading com- 
ponent suppliers, which are 
having to establish a global 
presence to match the acti vi- 
ties of the vehicle assemblers. 
Ford calculates that about 60 
per cent of the expected 
growth in auto sales in the 
next 20 years win come from 
emerging markets, such as 
eastern Europe and the Soviet 
Union, China, India and other 
Aram markets, where the lead- 
ing groups have little or no 
presence today. 

The pattern of world-wide 
sales demand expected in the 
first half of the 1990s was 
apparent last year with west- 
ern Europe continuing on a 
path of strong growth with 
sales reaching 13.4m, a fifth 
successive record, while sales 
in North America suffered a 
decline of 6£ per cent to lA85m 
of which US sales fell by as 
per cent to 9.87m. 

Most impetus for growth last 
year came from the Asia 
Pacific region, however, where 
sales jumped by 28 per cent 


The biggest jump came in 
South Korea, where the new 
car market grew by 57 pea- cent 
to reach 500,000 units. Accord- 
ing to DRI the rapid expansion 
of sales in South Korea was in 
part due to the failure of South 
Korean cars in export mark e t s, 
which matte more available to 
meet domestic demand. DRI 
forecasts that the South Kor- 
ean domestic market could 
have doubled to more than 
Urn by 1994. 

New car demand is expected 
to remain strong in Japan, 
where sales jumped by 1&5 per 
cent in 1988 and by 19 per cant 
last year to reach 4Am helped 
fay a package of favourable tax 
reforms in April last year. 

Japanese domestic car salp$ 
are forecast to exceed 5m for 
the first time in 1995. European 
car sates in Japan are growing 
strongly, admittedly from a 
small base, and claimed &6 per 
cent of the Japanese domestic 
car market in 1989 with sates 
of 160,000 compared with L5 
per cent in 1985. DRI forecasts 
that European penetration of 
the Japanese market could 
reach 6 per cent with sales of 

295.000 in 1994. 

DRI forecasts that the US 
market feces tough thwaa hav- 
ing fallen below the psycholog- 
ically important 10m barrier 
last year with a further small 
fell expected tins year. The US 


new car market is forecast to 
remain below 10m units a year 
until 1994 hovering around 
9,7m until than . 

Hie western European car 
market, which overtook North 
America to became the world’s 
biggest regional car market In 
1987, has been growing 
strongly for five years with 
Bales rising to 13.4a in 1989 
from l(L2m in 1984. DRI expects 
sates to break through the 14m 
level in 1994. 

With world- wide sales expec- 
ted to stagnate this year world 
car output is likely to fan tm^ . 
gtaally by 09 per cent to 35.4m 
following an increase year 
by 3.7 per cent to 35.7m units. 
_ Car production in western 
Europe rose by 5JJ per cent or 

670.000 units to 13.75m last 
year according to DRI, but it 
was the Japanese car makers 
that h ad the higgpw* fm pfl et on 
world car output 

Japanese domestic produc- 
tion rose by 10.4 per emit or 

854.000 units allowing it to 
exceed 9m unfa for the first 
ti m e. Japan accounted for 
about twcPthirds of the not rise 
of L29m units in world car out- 
put last year. At the same h«m 
there was a substantial 
increase in output by Japanese 
plants in North America, in 
spite of the overall drop c IL8 
pm* cent in North American car 
output 


BBA executives can look at the 
Porsche 911 Carrera 4 with 
pride because this symbol of 
.West German high perfor- 
mance motoring uses its brake 
pads and gfritnh Such proof of 
BBA's advanced technology 
gives it confidence that it has 
nothing to fear from the Japa- 
nese coming to Europe. 

When the time is right to 
negotiate joint venture agree- 
ments with the Japanese com- 
ponent makers. BRA believes it 
win be in a strong position, 

Mr Peter Crawford, chief 
executive of BBA's AP c foto h, 
brake and steering business 
says: “They need ns more than 
we heed them because we 
already have the technology. 
There is a chance one Japanese 
dutch maker will set up here 
but that company makes 
clntehes under licence from ns 
and they wHl have to talk to ns 
about Europe." 

The campany’s friction mate- 
rial division ranks first in 
Europe and among the top two 
in tne world. "The Japanese 
are pressing us for the (asbes- 
tos-free) technology of our 
materials far their hig 
manffi cars awfl 

places us In a strong', 

to gain a more favourable 
agreement;” says Mr George 
Cartwright, chief executive. 

"We are quietly getting on 
with developing rotations with 
the Japanese,” says Dr John 
White, BBA chfltrtnfrn. AP is 
not in the high volume brake 
sector yet. However, Dr White 
has his eye on f Rltog the 
unused quarter of the AP fac- 
tory at Leamingtro Spa factory 
by producing brakes under 
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‘We have the 
technology’ 


Japanese licence for the Japa- 
nese transplants -in the UK. 

Tbs spare capacity at Leam- 
ington is a result of a large 
shake-up within AP. Hie work- 
force was cut from 5,500 to 
3JSQ0 and it took three yeara to 


The “quirt revolution” has 
trad ude d replacing the central- 
ised managmnem with five sep- 
arate hnntnessea operating on 
tha flingja »wa. Cutting the 
inventory from £60m to. just 
over £30m has freed large areas 
of floor space at the ptew*- 

Znvestment has been made to 
replace the high, volume pro- 
duction machine tools with 
more flexible systems. AP is no 
longer in the mass produced 
foundation brake business. The 
capital investment has made 
AP competitive in Europe but 
ex-factory costs stOl lag up to 
25 per cent behind the Jiqpr 
nese. Nissan’s UK-built Bine- 
bird does not use an AP dutch 
and Mr Crawford ad mit s AP 
was too expensive. 

AP's brake contracts come 
from the track and van sector 
and niche car producers 
including an order for the new 
Land Rover Discovery. Anti- 
lock brake technology would 
appear to have a strategic 


importance but Dr White dis- 
agrees and has put develop- 
ment on a "care and mainte- 
nance” basis, believing AP 
could not afford to keep pace 
with the scale of research and 
development needed. 

Convinced that most brake 
producers are losing money on 
ABS, except Bosch with some 
70 per cent of the market. Dr 
White says: "We do not sub- 
scribe to tiie view that we are 
going to get locked out of the 
market.” 

Mr Crawford sees the move 
to systems as a great opportu- 
nity because Its expertise in 
pre-filled hydraulic clutch 
systems and (dutches can be 
extended to the pedal box and 
flywheel which would be devel- 
oped under one root AP has 
developed such a system for a 
US 199L vehicle. 

AP has suffered in the past 
from inventing things the 
industry didn't want to buy, 
however, its automatic dutch 
and throttle system will be 
launched in 1992. A servo 
motor operates the clutch 
when the geariever Is moved to 
select the next gear. This elimi- 
nates the dutch pedaL 

Growth of 60 to 70 per cent 
over the. next five years Is the 


target fee AP. West Germany i» 
the biggest market fin: foe file, 
tfon dEdsfon - Textar Is three 
times bigger than the closest 
slater factory within BBA 
which overall holds a 20 per 
cent share of the European 
market. By comparison output 
from its UK factories has been 
static over the last right yearn. 

Organic growth and acquisi- 
tions, including the AP busi- 
ness, have pushed up BBA's 
automotive sales front £l?4.7fat 
tu 1985 to £750 An last year, 
achieving an operating profit 
of fQs.im and a 7.3 per cent 
return on profits. 

Expansion will come from 
taking the friction division info 
the US. A decision will be 
tafran this year on building a 
factory either in the Mid West 
or Virginia. The aim Is to reach 
820m sates within three years. 
Against the three established 
rivals in the US market Dr 
White is confident of a "slgnffl- 
cant stake” for BBA. 

This move will help to 
improve the geographical bal- 
ance of BBA's automotive 
operations. They get 8 per cent 
of their total operating profit 
from US compared with 22 per 
cent from the UK, 41 per cent 
and 29 per cent rest of 


The sate last year of bumper 
and heavy pressings busi- 
nesses in the US, the UK Auto- 
foifl af ter market distribution 
chain, and the auto safety cen- 
tres suggested otherwise both 
has left BBA to concentrate on 
its care AP and friction mate- 
rial businesses. 

Daniel Ward 


THE LARGE restructuring of 
Lucas Industries' automotive 
business was graphically sig- 
nalled last year when hs share 
of group sates slipped below 60 
per cent. In 1984 the share was 
80 per cent 

Sales growth of 13 per cent 
over the five year period to 
1989 suggests the automotive 
businesses had lost their way 
but the figures disguise the 
true position. Mr Bob Dale, 
managing director of Lucas's 
automotive division says: 
"Sates haven’t changed much 
in foe last five years, foe main 
reason for that Is we have 
diverted oar UK businesses." 

The slimming down involved 
abandoning toe production of 
high-volume car instruments, 
vehicle lighting, car starters 
and alternators and small 
motor/ wiper motors which 
overall reduced sates by £200m 
to £280m. This is the amount 
the surviving businesses have 
grown. Over the same period 


operating profits for the divi- 
sion have more thaw 
to £L16m in 1969 and stockbro- 
kers Schraders forecast a lire 
to £339m next year. 

The “better balance” for the 
group will result in the auto- 
motive operations account 
for closer to 50 per cent of f 
Lucas Industries sates. 

Lucas' three main areas for 
future growth are: diesel and 
petrol engine management 
systems; brakes ana other 
chantd R related equipment; and 
body electronics. However, the 
product range continues to be 
broad as there remain what Mr 
Dale describes as "support" 
businesses which contribute 20 
per emit of foe division's sates. 

Batteries has been demoted 
to “ sup por t business* status. It 
is UK-based and unlikely to 
provide much growth but 
Lucas wants to keep an inter- 
est in this sector hence a 50/50 
joint venture with the Japa- 
nese producer Yuasa. 
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Growth after slimming agS 


One quarter of Lucas’ auto- 
motive sales derive from the 
after market, car brakes and 
(Bead equipment «anh account 
for 22 per cent, body electron- 
ics 11 per cent and truck 
brakes 9 per cent with electri- 
cal products and petrol engine 
management contributing rela- 
tively small shares of 6 and 5 
per cent respectively. 

Mr Date has no doubt that 
the diesel sector offers good 
long-term prospects. Lucas 
accounts for almost one third 
of the diesel fuel injection 
equipment for cars and 40 per 
cent of the truck and agricul- 
tural diesel engine sector In 
Europe. It is the nmnfagr two 


supplier behind Bosch. A 
Stnmg customer base with Peu- 
geot and Citroen has proved 
fortunate for Lucas CAV as foe 
car diesel demand In France 
has grown strongly in foe last 
two years in contrast to the 
decline in Italy and West Ger- 
many where diesel sales are 
re co ve r in g after a sharp faTi 
Lucas expects growth in die- 
sel demand will continue 
because of environmental con- 
cram about pofiutian from car 
exhausts although particulates 
emissions wmudw a forty mark 
against diesels. The inevitable 
trend towards electronically 
controlled diesel pumps will 
increase the sophistication 


and value of diesel equipment 
Mr Dale sees foe petrol 
aigfnw managemen t as largely 
a mature technology and "we 
see a degree of saturation in 
foe petrol injection market”. 
Lucas' petrol Injection busi- 
ness ranks only fourth or fifth 
in Europe and in the top seven, 
in the world. Winning an order 
from BMW for fuel injectors 
represented a afgwifimmt lift 
but Mr Dale reveals that Lucas 
is no longer actively seeking to 
supply com plete fue l injecti on/ 
enable wwHwwMiwrt systems in 
Europe or the US. This is a big 
switch in company policy, ft 
supplies Jaguar, Range Rover, 
Saab and an undisclosed 


model. Keeping abreast of the 
technology while supplying 
components Is Lucas* objec- 
tive. 

Lucas GfaHngfaas 30 per cent 
of foe Europe car brake market 
and is number one the 

h»liip»nrii>n1 hrakn mak- 

ers. The market for anti-lock 
brakes in Europe could be 
worth Z3bn within the coming 
decade. The sector is domi- 
nated by Bosch, thought to he 
the only producer to be making 
a profit from ABS. Lucas? mar- 
ket share is very small as it 
concentrated on hydro-me- 
chanical systems which have 
been superceded by electroni- 
cally controlled designs. 

Lucas will tackle foe US ABS 
market by joint venture. It has 
a joint venture on foundation 
brakes with Sumitomo «mi the 
Japanese company has devel- 
oped an ABS system for its 
domestic market using some 
Lucas technology. 

Lucas has not hesitated in 


signing licencing agreements 
with the Japanese in a bid to 
win business. 

A joint venture agreement 
with Sumitomo Wiring 
Systems signed last December 

r as Lucas a 70 per cent stake 
a new wiring operation in 
south Wales with foe aim of 
increasing with 

Rover/Honda. Many of the 
engine management compo- 
nents made for Nissan's Sun- 
derland plant are produced 
under licence from Hitachi. 

Mr Dale expects to be sup- 
plying the new Nissan Mtera 
when when Sunderiand ftHgfam 
production in late 199Z. 

Component suppliers will 
have t o be ab le to offer into - 
grated systems to mamifactur- 
era, for example; extending 
ABS to Indnde traction control 
which interacts with the 

wi ghm mmagMwmt System. 
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We are specialists for the economical 


production of synthetic fibres. We have 
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plants worldwide and trained the staff. 
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these plants. 
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For engineering works 

EMS4NVENTA AG 

CH— 7013 Domat/Ems, Switzerland 
Phone 081/36 63 11, Fax 081/36 74 03 { 


PERFORMANCE POLYMERS FINE CHEMICALS ENGINEERING 

■ POCU WA HJL AbQcherii BSW. Sadptuw, H*L UwbotA. Forfratf Profc Dt Jut Hnrkatfinl 


PROFILE: GKN 


. - 1 -> : »v 

” , r~ 

V. 
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THE . British aatomotive 
components industry h*a an 
encouraging outlook in the 
1990s with UK car production 
set to return by the TiriiMiw of 
the decade to levels not seen 
since the eariy 1970s. 

The UK has achieved a clean 
sweep to date of the 'first wave 
of Investment projects planned 
by Japanese car makers in new 
ca r pro duction capacity in 
we stern Europe, which shoul d 
lift UK car outputto about 2m 
a year in the second half of the 
1990s from L3m last year, the 
highest level since 1977. 

Nissan, Toyota and Ho nda 
are developing assembly and 
engine plants in the UK in a 
combined investment of more 
than £l^bn. Honda baa also 
taken a 20 per cent equity 
stake in Rover, the leading UK 
car maker, which is building 
up to 40,000 cars a year for 
Honda at its Longbridge, Bir- 
mingham plant 

At the same time. Western 
European car makers, particu- 
larly those with a heavy pres- 
ence in West Germany, are 
being increasingly attracted to 
the UK as a cost-effective 
source for components. 

Such moves offer consider- 
able opportunities for the UK 
auto components industry, but 
they pose severe competitive 
challenges as foreign compo- 
nent makers seek to develop a 
UK base. 

Many UK components mak- 
ers are also In danger of prov- 
ing too small to compete in the 
increasingly global anto indus- 
try. The UK makers need a 
strong international presence 
to help them cope with cyclical 
swings in UK vehicle marke ts, 
where demand for both cars 
and commercial vehicles is fiflt 
mg sharply. ' 

General Motors of the US, 
the world's leading car maker 
which had progressively with- 
drawn from man y of iteUK 
mamrihetnring operations dur- 
ing the late 1970s and the 
1980s, has - signalled that it 
wishes to redress the haiapnw- 

The financial recovery 
achieved by GM*s European 
operations in the last three 
years has been helped in part 
by a global policy of resourc- 
ing components to cheaper 
locations. 

Tha pmgwn m Bg baa miilntM 

the progressive transfer of 
components purchases worth 
£478m a year to the UK over 
the three years 1987-89. Some 


£11 ftp of this was resourced in 
1969, and of the £478m total, 
Vanrhall, GM’s 17mm UK sub- 
sidiary, has accounted for 

EITA yn 

GM’s renewed long-term 
commitment to the UK as a 
si gnfflnant components source 
for its European operations 

came with the company’s deci- 
sion to begin manufacturing 
m giiiaa Jq fhe UK more 
than six years after It dosed its 
inaf XJK CT gitia aftfiflmhly facil- 
ity. It is to invest £l60m to 
build a new engine plant to 
produce a range at topof-the- 
line VB engines. 

The investment marks a 
.watershed for the US group 
reversing its earijar sig nific a nt 
retrenchment from manufac- 
turing fn the UK The she was 
k hocOT* against fierce competi- 
tion from a rival GM site at 
Kaiserslautern, one of GM’s 
leading We st G erman engine 
and components plants. 

Much remains to be 
done to develop the 
UK auto aMriponents 
supply base 


GM win stiH have a consider- 
able trade in the UK. 

but ft daims the engine' 
plant wffl improve the British 
inottr industry’s large £&5bn 
trade deficit by shoot £UKhn a 
year. 

Most of the engines win he 
exported to GM assembly 
plants in Europe. The engine 
pbtif wfll have an fahfal out- 
put of 85JOOO engines a year on 
three shift, 24 hours a day 
working, when it is oammfe- 

aiftpml m hte 1 091 

The operation win include 
extensive, operations for 
Mocks, .cylinder heads, crank- 
shafts, camshafts and conrods, 
and win produce more than 
140,000 additional cylinder 
heeds to be supplied to Of 

Rmw ppwn wng fim plant*. 

The move to increased com- 
ponents buying and manufto- 
turing in Britain by GM, which 
has previously been heavily 
weighted towards West Ger- 
many through the domfnanp 
of its West German Opel sub- 
sidiary, has been followed 
more modestly by the other 
leading German car makers 
including Volkswagen, BMW 
and Mtacedes-Benx, which 
have all strengthened their 


British purchasing operations. 

. The main question mark 
against the UK’s recent record 
for attracting inward invest- 
ment has come from Ford, the 
leader of the UK car market, 
.which announced recently that 
it had decided to switch its 
planned TOm investment for 
a second phase of erptm^o p at 
its Bridgend engine plant in 
south Wales to Cologne, West 
Germany. 

The company claimed that 
"the "unreliability" of supplies 
from its British plants, which 
have suffered two serious 
bouts of industrial action in 

the last three years, was a fac- 
tor in the derision. 

The increasing attraction of 
the UK for foreign auto compo- 
ne nts maker s has been cfpwrTy 
illustrated by moves such as 
those by Bosch of West Ger- 
many, the leading European 
auto components maker, to 
invest £100m in its first British 
plant manufacturing compo- 
nents and takeovers of 
existing British c omp onents 
makers by Calsontc and Nlp- 
pondenso of Japan and by 
Valeo of France. 

In March, Thyssen, the West 
Goman steel maker, took over 
the Btrmid foundry group, one 
of the hiff gpst castings suppli- 
ers to the UK motor Industry, 
for £35m. 

It is one of a series of moves 
by West German metals com- 
panies into the British steel 
industry, prompted by the 
prospects of winning contracts 
to. supply the motor industry, 
and most particularly the 
growing UK operations at the 
Japanese car makers. 

Much stm remains to be 
done to develop the British 
auto components supply base. 
Components remain the UK 
motor Industry’s biggest 
source of export earnings, and 
foreign sales by thin sector 
increased by 17 per cent last 
year to £&9bn, including an 
increase of 15 per cent in the 
final quarter. 

The UK still had a ai.ahn 
trade deficit on automotive 
components last year and 
Industry leaders are anxious to 
plug large gaps in the supply 
base. 

These include audio equip- 
ment where the UK imported 
car radios worth £L76m in 1968 
lnghhehting the lack of a UK- 
based car audio maker, and 
fixture growth areas, such as 
«"ghw» management syst em s . ' 


THE LAUNCH of a range of 
futuristic-looking vans by 
General Motors last year 
marked a milestone In the 
motor industry’s use of plastic 

nrmipftgttgu . 

The Chevrolet*, Pontiaes 
and Strides were the Hist to 
use plastics on such a large 
scale. Capacity for the manu- 
facture of 250,000 vans a year 

hag hpwi 

The concept was pioneered 
by Renault and Matra of 

France, in the form of the sev- 
en -seater Espace van. But 
other manufacturers are fol- 
lowing the example. 

Most of the virtues of plas- 
tics are obvious. Depending on 
their composition, they can 
possess a wide range of char- 
acteristics. They can combine 
extreme strength with light- 
ness, such as when they incor- 
porate carbon fibre, and allow 
manufacturers to create 
stressed st r uctu r al body parts 
which can be moulded into 

wimpto nhajffi , 

The vehicle maker has a 
financial advantage bring abl e 
to use such mouldings. The 
tooling to create them is cheap 
- one-fifth or less of the cost 
at steel tooling. Time and sev- 
eral assembly and welding 
processes can be avoided. 

Various components made of 
steel and other materials, 
which are not expected to be 
removed durin g the w orkin g 
life of a vehicle - such as 
heaters and ducting - can be 
moulded In from the start, 

gHmlnallng ftp annnyjny wit. 

ties which can arise when such 
co mpone nts are a ttached by 

^^yrr wwirtfamail [jyiit gw. 

Body |tnwl«» f rnmi ftwv . 

mosets or thermoplastics are 
also more durable than steel, 
for the simple reason that they 
do not rust. And because the 
tooting Is go cheap, it becomes 
easier to make a variety of 
body styles around one basic 
vehicle p hiflum . 

This is becoming increas- 
ingly important as markets 
fragment into an evergrowing 
niches. But there are problems 
with plastics, too. 

The materials themselves 
are intrinsically more costly 
thaw steel - to the extent that 
even when cheaper tooling Is 
taken fate account, in many 
applic ations they remain 
uncompetitive. 


Few that reason, and because 
of the large investments 
already made in conventional 
body framing and welding 
systems — usually designed to 
last for 20 years or so - there 
Is no posribmty of an over- 

ticshi all areas of the vehicleT 

What is expected, however, 
is a steady increase in penetra- 
tion. To take the US as an 
example, market analysts 
Freedonifi say they expect to 
see the use of engineered plas- 
tics in light vehicles to 
increase by & 7 per emit a year 
in each of the next four years. 

They envisage growth of 0-8 
per cent for thermoplastics 
and a more ambitious 14.6 per 
cent growth for reaction-injec- 
tion moulded components, flu 
uses for which can be particu- 
larly diverse, including for 
large body panels. 

Inevitably, this is seen as 
highly encouraging by i«w»afaip 
players in the business, such 
as the chemicals group Dow. 

The new GM vans, for exam- 
ple, incorpor a te around 45 kil- 
ogrammes of Dow’s own plas- 
tics, as well as significant 
quantities of di ffering compos- 
ites from other chemicals 
groups. Mr Denis Wileock, 
executive vice president for 
plastics of Dow’s European 
operations, expresses confi- 
dence that the GM contract 
wQl be the catalyst for more. 
“We’re in the midst of a mate- 
rials revolution,” he eiaimn. 

The growing use of plastics 
. is iwoawg up problems 
however. Not least Is how to 
dispose of or re-use plastic 
components. Unlike steel, oil- 
based pfasHrs are not biode- 
gradable. 

Wide-ranging research Into 
recycling plastic components 
is getting under way. 

BMW, for me, is very opti- 
mistic about the possibilities, 
wmfatflhifag ftat up to 97 per 
cent of a vehicle could be recy- 
cled if It was specifically 
designed. 

If a pilot scheme is success- 
fill, BMW expects to set up a 
permanent recycling plant, 
capable of processing 250,000 
cars a year. 

John Griffiths 


THE NAME of GKN is 
virtually synonymous with 
that of engineering and the 
motor industry in the UK. 

But so great have beau the 
changes in the sectors where it 
Operates - and in the group as 
it has sought to adapt to them 
- that it derives little more 
than one-third of its sales from 
the country in which It was 
founded some 88 years ago. Us 
structure is also different from 
a decade ago. 

More than half the compa- 
nies which made up the group 
then have been replaced. The 
grou p is now supported by a 
three-legged stool of activities: 
automotive, industrial services 
and defence. 

Considering that GKN was 
almost a terminal casualty of 
early 1980s recession, the trans- 
formation has been a positive 
one. In March of this year Mr 
David Lees, chairman, was 
able to tell shareholders of 
ano t b qr rise in pretax profits, 
by 21 per cent to £21<L8m - 
outstripping in percentage 
terms an increase in total turn- 
over to £2.69bn from Et37bn. 

Underlining the importance 
of tin automotive sector to the 
gr ou p is that it accou nte d for 
61 per cent of group sales last 
year, up 4 per cart on 1988. 

While Mr Trevor Bonner, 
managing director of its auto- 
motive operations, expects the 
proportion to reduce to just 
over one-half he stresses that 
this will be the result of differ- 
ential growth rates within the 
group - with industrial ser- 
vices expanding particularly 

rapidly — and that the VUloe 

and volume of automotive 
business will expand. 

GEN has spread component 
manufacturing plants through- 
out continental Europe and 
into North America. This was 
driven by the combination of 

do d b l fr dl g tt inflating and tile 

soaring petropound at the mid 
of the 1970s, and subsequently 
by the globalisation of the 
motor industry. 

This geographical, as well as 
sectoral, spread has lessened 
GKN*a exposure to cyclical risk 
to the extent that even if there 
were to be a prolonged down- 
turn in one part of motor 
industry it would no longer be 
a c a ta st rophe for GKN, says Mr 
Bonner. 

The group's ability to 
weather demand fluctuations 
in the vehicle producing 
regions has yet to be tested 



David Lees: profits rise 

seriously. Nor does this appear 
Hkely in the Immediate future. 
While domestic US vehicle pro- 
ducers have been cutting out- 
put this year, GKN has well-de- 
veloped supply contracts with 
Japanese transplant assembly 
operation in the US whose 
products are gaining an 
increasing share of the North 

In Europe, while car sales 
are down in some countries 
such as the UK and Spain, the 
market remains strong in other 

GKN sees eastern 
Europe as more of an 
opportunity than a 
threat 


important countries such as 
West Germany. A developing 
problem area Is that of com- 
mercial vehicles, sales of 
which have fallen sharply in 
several European countries not 
least the UK, where heavy 
truck sales are down about SO 
per cent compared with 1969. 

The political and economic 

Changes taking place imridn 

Europe mean that GKN is re- 
assessing its position in 
Europe. 

Planned vehicle operations 
by Volkswagen, Opel and Mer- 
cedes-Benz in East Germany 
have encouraged GKN to 
Investigate component supply 
pr ospe cts there. 

GKN insists it sees eastern 


Europe 89 presenting more of 
an opportunity than a threat. 
It sees East Germany in partic- 
ular as potentially ripe for 
direct investment in compo- 
nent production to cater to 
local market growth “and 
potentially, over time, capable 
of brought into our 

global supply network.’’ says 
Mr Bonner. 

That network is c h a nging as 
change continue to take place 
in the global vehicle industry. 
Mr Bonner sees, for example, 
considerable growth potential 
for GEN components as Latin 
American and Pacific Rim 
vehicle Trumnfa niurers develop. 
Not least of GEN’S concerns is 
thp likely situation within 
western Europe post-1992. 

Between 60 an d 70 per cent 
of output from GKN compo- 
nent plants in Europe is des- 
tined for -the national market 
in which the pfao* is located, 
meaning that production of 
p a r tic n rl^r components Is often 
replicated at several plants. 

GKN is looking for a more 
integrated, pan-European 
structure. For example, indi- 
vidual parts for one of its com* 
ponent mainstays, constant 
velocity chive joints for front- 
wbeetdrive cars, will be made 
at fewer factories bnt in 
greater numbers. 

This approach wQl still be 
compatible with the increasing 
^just-in-time” inventory poli- 
cies of the vehicle makers, 
insists Mr Bonner, because the 
parts can be easily shipped to 
assembly fariiiHea which could 
be set up cheaply close to the 
vehicle makers’ own plants. 

As with eastern Europe, 
GKN insists that the growing 
presence of Japanese vehicle 
makers in both North America 
and Europe has presented 
more opportunities than disad- 
vantages. 

This is in spite of the recent- 
ly-disclosed intention of the US 
Federal Trade Commission to 
invest US component makers’ 
complaints they are bring 
edged out of supplying the Jap- 
anese transplants as a result at 
exclusive supply arrangements 
being formed with Japanese 
component makers. 

“In 1965 our direct supplies 
to the Japanese were insignifi- 
cant”, says Mr Bonner. “Last 
year our sales to them reached 
£70m, and we expect them to 
grow further.” 

John Griffiths 
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THE WESTERN European 
fiut'nm p tiw components indus- 
try has been undergoing a pro- 
cess of restructuring and 
rationalisation throughout the 
1980s, in large part as a 
response to the changing 

riarnanda plana! upon it by a 

European vehicle manufactur- 
ing sector which has experi- 
enced significant developments 

this period. There Is no 
sign of any slackening in the 
pace of change. 

The European component 
man ufacturers are having to 
satisfy the increasingly oner- 
ous d flwiant *g placed upon them 
by their customers, and at the 
samfl time fend off external 
challenges, notably from 
Japan. Daring the 1990s vehicle 
manufacturers will mo re an d 
more be so u rcing their compo- 


nent requirements in the form 
of built-up systems and, on a 
global basis, from companies 
which are becoming known in 
the industry as “world class 
players.” 

It has been suggested that 
eventually only between 50 and 
100 of these companies will 
account for the majority of 
business with vehicle manufac- 
turers, although this seems dis- 
tinctly cm the low side. 

Whatever the final number, 
there is no doubt over the pre- 
vailing trend towards fewer 
companies, nor over the 
motives for the recent and 
forthcoming spate of corporate 
moves. They are aimed at 
ensuring that the European 
components Industry has its 
fair share of members In fills 

exclusive club. 


Arthur Way looks at the European sector 

Fewer and bigger groups 


The move towards globalisa- 
tion does not mean that compo- 
nents will be sourced from all 
corners of the world - the 
move towards just-in-time 
sourcing by vehicle manufac- 
turers suggests that thi« Is 
unlikely - but rather that 
multinational component pro- 
ducers will have global repre- 
SCTtathm in t flTtis q£ 
taring plants. 

The key to success will Ue in 
gaining a technological edge, 
and since technology is becom- 


ing increasingly raedahst and 
expensive only those compa- 
nies with the necessary pro- 
duction volume and financial 
muscle will remain. 

The recent history of the 
European component Industry 
is Uttered with examples of 
companies which have 
divested themselves of mar- 
ginal operations - either 
because they have too low a 
level of technology or because 
the cost of upgrading file tech- 
nology that exists would be so 


expensive that it could not be 
justified. 

In the UK, for example, GKN 
and Lucas (especially) have 
sold operations which have not 
fitted into product or s yste m s 
areas where they have, if not 
world technical leadership, at 
least world te chnical parity. 

Technology is also 
relations between component 
suppliers and the vehicle man- 
ufacturers. As the latter come 
to depend more on the former 
for the technological content of 


their products, so technical 
and product s upp ort as su m es a 


The result has been a move 
towards larger groupings with 
companies such as GKN and 
Lucas in the UK, Bosch In 
West Germany and Valeo In 
France becoming more and 
more international in their 
as wdl as powerful 
dominant in their respec- 
tive product sectors. 

The recent moves at Valeo 
provide a good illustration erf 
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A pause for breath 


VALEO, Europe’s second 
largest maker of spare parte. Is 
joining other component mak- 
ers and waking up to a Hkdy 
slow-down in market growth 
after five years in which 
demand has ^p*™**** 

“We are in a period of con- 
saHdatkm,” said Mr Noel Gou- 
lard, chairman of the French 
company, recently announcing 
plans to dose about 15 niantg 
and lose 3,000 jobs from the 
group's 34,000 workforce. The 
annonriMirtmt from Valeo, a 

bell-wether of the general 
health of the French car indus- 
try, cranes as little surprise. It 
emerged just a few months 
after Michelin, the world’s 
largest tyre maker, revealed a 
freeze on new in vestments and 
reinforced cost and stock con- 
trols for the same reasons. 

This comes shortly after 
Valeo’s conclusion of the sev- 
enth in a veritable orgy of 
acquisitions, stretching back 
three years. It began when Mr 
Goutard was head-hunted from 
Thomson, the French electron- 
ics group, by Mr Carlo de Bene- 
detti, the TtaHan entrepreneur 
whose holding company, 
Cerus, had just bought a con- 
trolling stake In Valeo. The 
last deal was the takeover of 
Blackstome, the US wv»1m- of 
Bngtnn ranting and climate 
control equipment, completed 
for FFrL5bn last September. H 
was the group’s largest suc- 
cessful takeover. 

Black stone has brought 
Valeo to a watershed in its 
dovELopmoot, 

Most of Valeo’s new round of 
cuts will fell among its tempo- 
rary staff, who represent up to 
10 per cent of the wmhfoirce, 
especially in busy times, such 
as last year; when the French 
car industry produced a record 
&4m passenger cars. 

On his arrival Mr Goutard 
found Valeo an ovenfivexsified 
holding group, with 10 per cent 
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countries. 


The Perkins badge on an engine 
stands for a lot more than just 

the name of the company that 

manufactured it. 

It stands for advanced technology. 

A claim now endorsed by the Queenk 
Award far Technological Achievement 
presented to Perkins Engines Group Limited. 

It stands far the extensive product 
range available. With units from 5 to 
1500bhp powering anything from trucks to 
tanks, from boats to bulldozers. 



It stands for quality parts and 
service back-up across the entire 
product range. 

And it represents the workfc 
largest diesel engine manufacturer, 
with plants in 16 countries and 
sales in over 16Q 

So wherever you go in the world you 
can be sure that the Perkins badge speaks 
in a truly international language 

And it means, quite simply the best 
in the world 


Perkins Group of Companies, Pe te rborough PEI 5NA. TeL- (0733) 6747 4. 
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of its galea in rampTririy unre- 
lated activities such as cement 
and metaBugry. Now it is sec- 
ond only to West Germany’s 
Bosch, the largest European 
car components company out- 
side the tyre industry, and 
frilly focused on the automo- 
bile industry. 

With the help of a ruthless 
cost-cutting programme and 
the buoyancy of European 
demand, Valeo swun g round 
from a FFrSO&n loss In 1986 to 
FFrSITm net profit, in 1988. 

Paris analysts were expect- 
ing net profits to jump to at 
least FFrLlbn in 1989, but last 



Noel Goutard: comoDdiOon 

autumn's seven-week strike at 
Peugeot, one of Valeo’s biggest 
customers, left it with FFr986m 
net profits for the year, a 15 
per cent increase over 1988. 
Turnover rose by 19 per cent to 
FFrl9.5bn, last year from 
FFrl&6bn In 1988. 

During the first three years 
of Mr Goutard’s hectic period 
Valeo bought Netmann, then 
France’s third laxgesticar com- 
ponent group; formed joint 
ventures with US, South Kor- 
ean and Japanese parts suppli- 
ers; bought Bongotti, the Bra- 
zilian producer of car heaters 
and acquired Delanair, the UK 
maker of air conditioning 
systems, among other deals. 

Not all of its targets have 
fallen. In October 1988, Mr 
Goutard was forced to call off a 
hostile FFr2.4bn takeover bid 
for Epeda-Bertrand Faroe, a 
diversified French car seat 
company, in the face of a 
higher counter-bid from a con- 
sortium led by the Peugeot car 
producer and Michelin, power- 
ful Valeo customers which 
account for roughly half of the 
component group’s sales. The 
French car industry establish- 
ment wanted to trim the power 
of its top supplier. 

The central purpose of 
Valeo’s strategy is simple; to 
gain and hold European mar- 
ket leadership in a range of car 
component niches within 
Valeo's technological grasp. 
Accordingly, dutches, engine 
cooling, climate control gear 
|md li ghting are among tha six 
systems where it the largest 


has been 
tha main approach, vaian exec- 
utives are extremely sensitive 
to charges that their sales 
growth has been entirely take- 
over driven. They point to an 
jJhrm al TBa n areh and develop- 
ment spend of 9 per cent of 
turnover. Recent products of 
this have been high perfor- 
mance headlights for the new 
Peugeot 805 and QtroSn XM 
and the heating milts for the 
new BMW 5 series. 

It is a high research 
by the industry's stan 
equivalent in cash terms to 
Only half that of Bnmh, whose 
annual turnover is three 
larger than Valeo’s. At the 
same time, Valeo’s market- 
driven approach differs reveal- 
ingly from that of Bosch, 
where a more conservative 
management and greater 
emphasis on the pursuit of new 
technology, has left it more 
specialised, with its renowned 
fktmlnance in fuel injection. 

For Valeo, the advantages of 
picking up market ni ch es in 
car equipment have allowed it 
to make the best use of the 
customer base and to achieve 
economies of scale In tflstribu- 
tion. This has helped Valeo to 
respond to car producers’ 
demands to be supplied with 
Soil component systems. 

“Car producers want to deal 
with the smallest possible 
range of suppliers these days 
and they need to build up very 
dose relationships with them,’* 
says Mr Yves Blanc, Valeo’s 
finance director. 

It Is not. just a question of 
using acquisitions to buy mar- 
ket dominance in individual 
components. Equally, Valeo 


has used acq ujgtttops to fight 

frfP mmp g MIjkm _ 

Mr Blanc cites the Black- 
stone iteai as a prime example. 
“The twain aim of the acquisi- 
tion was to reinforce our posi- 
tion in air conditioning. But It 
was also a defensive move. If 
we hadn't taken it over, the 
Japanese would have been 
happy to do so. Moreover, a 
price war with Blackstone had 
been happening and we needed 
fixe takeover to faring peace to 
the market,” he «rpiaina_ 

Tfais illustrates the Valeo 
management's generally adver- 
sarial view of Japan, rooted In 
a determination not to let 
Japan dominate the European 
component industry in the way 

that Tuna in US. 

“One reason for the acquisi- 
tions la to lock out the Japa- 
nese," a dmits Mr Goutard. But 
with exemplary French prag- 
matism, he isjust as happy to 
fowl joint ventures. 

An example Is the joint com- 
pany which Valeo created last 
summer in Spain with Nlppon- 
deuso, the world's second larg- 
est car component producer 
after Bosch, to produce parts 
for electronic ignitions. 

The French and Japanese 
TmH been asked for thin compo- 
nent by their existing custom- 
ers. Valeo was asked by Peu- 
geot and Cltrofin while Ford 
contacted N ip pon 

As Mr Goutard cm 

Us latest round erf restructur- 
ing, he is calm about the 
impact of the slow-down in 
demand most observers behove 
is about to overtake the Euro- 
pean car market. 

Mr Goutard predicts demand 
for cars will grow atl to 2 per 
cent annually In Europe hr the 
next five years. But the compo- 
nent supplies market can 
expect sales growth of 5 to 6 
per emit thanks to the growing 
technological sophistication of 
basic car models. 

This is driven by the Euro- 
pean Community’s move to 
tough US-style exhaust pollu- 
tion Hmfta, phis gr o win g con- 
sumer demand for technologi- 
cally-complex safety features 
such as anti-lock braking: Mr 
Goutard insists Valeo’s sales 
will exceed FFr25bn by 1990. 

William Dawkins 

Paris 


how the European sector is 
developing. The company has 
embarks on a determined 
acquisition spree, in France 
and abroad, culminating in the 
takeover last year of US-based 
Blackstone, a leading producer 
of **n gbn» ranting and climate 
control equipment for cars and 
trucks. As a result, Valeo is 
now the largest components 
producer In France but is also 
truly international as about 
half of its revenue is derived 
from foreign markets. The 
company has formed joint ven- 
tures with companies in the 
US, Japan and South Korea. 

European Governments, 
which for understandable rea- 
sons have kept an eye on the 
health of the motor industry, 
have shown increasing si gns of 
-concern over the health of the 
components sector. Valeo’s 
mopping up of a number of the 
smaller French producers has 
proceeded with the active 
enc o uragement of the Govern- 
ment, and in the UK there 
have been various governmen- 
tal examinations of the sector’s 
c ompetiti ve position. 


non-Euro- 


The European Commission is 
taking a closer interest in the 
EC’s c o mponents industry and 
has asked London-based PRS 
Consultancy Services and the 
Boston Consulting Group to 
cany out a study into the sec- 
tor’s prospects. 

There has been a 


discussion over the level of 
local (European) content in 
vehicles produced by the Japa- 
nese assembly facilities which 
are scheduled to commence 
operations over the next few 
years. 

It is in the interests-of the 
E ur opean co m pon ents Indnstiy 
that as much as possible 
should be sourced locally. But 
whatever formula is agreed, 
the industry will face greater 


competition from . 
peon companies. 

The Americans have long 

been a fixture on the European 

scene and have gone * 
way towards Integrating their 
operations into a global net- 
work. The 1990s are htady to 
see an ever-growing I nvol ve- 
ment from Japanese compo- 
nent producers who are amv- 
ing on the back of their 
compatriots' vehicle plants. 

However, unlike the exw 
ence In North America wt 
the entry of the Ja p a nes e com- 
ponent producers has been 
mainl y achieved through 
greenfield operations, m 
Europe it is probable that Joint 
'ventures and acquisitions win 
be the chosen routes. 

A number of intriguing liai- 
sons have been formed. Lomas, 
for example, has t eamed up 
with Sumitomo Electric Indus- 
tries and Valeo - wh ich h as 
mad* no secret of its desire to 
keep the Japanese at bay - 
has h wiped up with Nippon- 
in Spain to produce elec- 
tronic Ignitions. In the contract 
of powerful first-tier compo- 
nent suppliers and greater 
international competition, 
where does that leave the sec- 
ond-tier suppliers which are 
typically operating on a 
national basis? 

In a not very enviable posi- 
tion. Three companies, which 
are still in many cases supply- 
ing the vehicle manufacturers 
direct, are gradually moving to 
the status of supplying the 
first-tier component groups. 

In foe new order they need 
to form alliances with the 
“world class companies” and 
wB>h* t hem selves as indisp ansi- 
ble to their customers as the 
first-tier component suppliers 
are becoming to the vehicle 
manufacturers. Not all Is lost 
and there is plenty to play for. 


THE L0BY1GSEH STUDY, MM AYMUAIE FROM EUtOBOTDk REPORTS: 

HOW TO SURVIVE AND PROSPER AS AN AUTO 
INDUSTRY SUPPLIER IN EUROPE'S SINGIE 
MARKET AFTER 1992 

faa»waH»wW«adMKlnlBbiiAwSBa« 

if 1992 — tad ' 

vfltanidracfi . 

rhfafey. 

Mute « 9 «k tah%M kaaMetosm fa rfab n> nmol th> ayparinUK fa ■ at* Stadjr 
fan EaraMMrhpartc f raWl fe ftnf i a iilar k hiflj Afar Iff. 

fttlsfcfemSMr. 


raKmMMHAnaafaJMMi— mnoMurreiiranaaBionionwgagi 
m — IwJfn—ftiiiiiWji efaBWq|iMtai^liyftwi|iwteriqHimwiafi«g — «i 
Imii^iBMHMirianmJFaRadackwsreKMcTlMvaMeoiiU^spM 
EC inter fci d urtn r - 


AtgaMussf 


of AeSn^flMM. larewitafimillwefeiwHritacwpMlwilin. 
B vorarasB rapnma onupnc uoupi pmofni humi hob uhq rang min a* 
mrinnwd 1 * 1 ^ ‘"i IMj r"ir"* h, r ,J rain umrml glntirJ m »rhj 

• ft— Wf*Makwl3Bmf m t lihaMiMV KiM¥uitatadiAaiidl992 

•MoiqMMSSMalesta«dMkratfdfotatatf|a^iata«ta>S(lflWeleaiM 
•ftsftafaMririBdgfehy A nted w tfab p wi fcw a tmh m su/ pk nM Be 1990s 
•&sw fit Bdneb kbwtemcmM e Mw to x &ta s toMfitstmd5ecaKnm 

Yam gmmffart ire llqi the Imhfyim SiwJf na— kto 

■ffi—vii I 992 A dmmfm g a. Ba m (Bmmt l m fcr fr tf ref l fci t a rn . 
fata K j ft ta fkadjfft JPETtfiiwO an iko ttf o p omhda i b f. 

MS • ratey spNOnb UmysiH Know Ini 


PknHlMijSffif 


enTEbsSStfhMp-Bii-iwitai H 


O 
□ L 



Hare _ttftnayferf£775(lSS285}«>4 « 


g £13=25! 


X". 


<np«W_ 

«r»_ 


Ik Gno— fcpoits [Mi Sola 1301 
W5406 IwM SMit iMdoa m H* taW 
w+m 0FI1 m m\ fe OTT) 49T8W 

Wn 261374 ICfflOe 


EUROMOTOR 


T S 


r 


AUTOMOTIVE LINE-UP from 
The Economist Intelligence Unit 


i 


NOV AVAILABLE I 


□ THE UK AUTOMOTIVE 
COMPONENTS INDUSTRY 
This report takes a detailed look at the 
c hangin g rate of pints prodneera in. tha 
UK. It highlights recent innovatiaiui and 
examines the structure of the industry by 
sales and product •octor with proGLos of . 
60 UK •TOW'W 1 *; mamifjiH i i n . w 
PubUah*dJW>ruar}1888. Prlct: ZJSO UK A 
Europe USS39S NL America. £lS3 Rt*t afYTorid 


Wm FORTHCOMING 8TUDIE8 ■ 

□ EUROPE’S AFIEHMAItKElY . - 

Hq>lwBMnt D— nJftr Car Pirta jg 1 •• 

“i* Sp ^ v “ d 


ear porta' 
i andmari 


*n*Iysia byvahime, valna and market ihara per 
component and 6-year fiaacaata. 

□ JAPAN'S AUTOMOTIVE 
COMPONENTS IN D US T R Y 
Current developments, di a n gjng atroctures and 
outlook lor the parts ioduatiy aw aaaeaaed and 
op amt S omd parofOm of a wide aampfe of Japa~ 
naaa component m att nC a c tm at a ana detailed. 


a THE UK MARKET FOB 

REPLACEMENT CAR PARTS 
Am wall aa a — mhutt w rf 

thm tmriAi, mIm qnhmwi www | »ii, n^tf 

wm reported for the past 6 jtmt with □ A STRATEGIC RgVTEW py roa rwa | 

forecasts to 1993. Included are market 

■hare data and supplier profiles. 

PuUUud May USA Mar .- iSSS UK A Kmnpm 
US tSSS M. America; £208 BmtaTWarid 


„ _ . — i detailed profiles of 

ovar 60 US component producers. 


A NKVv NKCr/'IAIt TlTl.K 


□ THE EUBCWEAN AUTOMOTIVE 
COMPONENTS INDUSTET 

IflnUng m*. tlw fiilnuh <««na, ,tul 

de vri opmiHita within tha ccanponant 3b ba launched t» September -etwhrf 

■actor, this report anabraea 80 <rfEnriipeh popular demand. This quarterly will ofler 


leading component producer with 
AksTlad fe wBliw nfHwif qiwHiw.^ mflbl 
metivitios, poBciea. ■ales and financial 
performance, product and marketing 
stretagM-PkMlefcrf April JOflfc 
Price; X286 OK A Europe; US$586 N. America: 
£398 Rett efWorid 

□ ME GAR OF THE FUTURE 

This repo r t surreys the whole field of new 

and ttpftflming hip* technolog y 
enramlnes its impact on the car and light ’ 
commercial vehicle sector. The first part 
looks at each m^jor engineering aspect of 
the product Includin g nn d qqw 

materials and the second part krakB at 
design, development and nmnifa rtwrinj i . 
technology. 

PubUthed January 1980. Price; USSVKA 
Earope;V3t846 X. America; JASaKtm of World 

□ Please send information on all 
. automotive publication*. 


rngfat M w.iw , 

Wtth foa^ produce reix^ on new tedmoL 


OflOCR FORM pimm ^ ^ ^ 

nasse send me tarn* tfckad show 

Q I endose raminanco for £ / us® 

payable b DaGnanw tafanaueui 

□ Plow chsmoE/ us e 

□ American Express □ Visa Accoutt rumhor- 

{xoxr rrm 


NAME 


l 

aim i 


POSITION 


COMPANY 


Pfeese return to: 

Traigr Tavener, 1 

Tlw Economist IntelUguio* Unit 
40 Daks Stredt, Lmdoa WlA 1DW 

( 07 V 408 8711 Fax ( 071 } 499 9787 


TheEconomist 
Intelligence Unit 







V 



A. 4 
* V 

•w 






-/VgTyw A v- v -n~-. -• . >• ■ 

^ "’-r^ * C-V ■ 

' ' >3U->5A '.^Tl ’ **>-'' < .. C~~ . . 

<BSfc :: ;-;.r-: 

v r-~ 4- w:-.x :> ■ •-'. .■^v*.* 5 -^ ':••'■ vv 

.r -vr, ^ • > ... - . 


<%$ 


“ '’,:» , £,?,' 2-" «: * ".*■ 4 I 




A worldwide Group with 143 factories in 17 countries 
of Europe. North and South America. Australia and Africa. 
2.300 R&D specialists in 6 Centres all over the world. 

A wide range of products: from tyres to telecommunication 
and energy transmission cables, from motor vehicle 
and industrial components to consumer products. 
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Eastern Europe beckons, says Arthur Way 


ELECTRONICS 


PROFILE: Bosch 


Hopes for expansion BMW on a new Quality comes first 




THE EROSaRECT of. a rapHly 
expanding east European 
motor industry during the 
l990spresentesoTnemotrth 
watering opportunities for 
vehicle manufa c t ur er* ; 

Even before ti» recent pottti- 
c alchanges, t heregtan ’s auto - 
motive sector was undergoing 
a process of moderatoatiouiand 
growth, in toanreaaas with the 
assistance of Western compa- 
nies. Now the-pace hasspeeded 
up with a number of large 
deals concluded and others 
under discussion. 

15at, far example, has agree- 
ments with the USSR and 
Poland concerning large scale 
car manufacturing projects, 
Suzuki is to produce cars in 
Hungary fay means of a joint 
venture with local in t erest s , 
and Skoda of Czechoslovakia 
has ImM talks with a 
of potential partners. 

Behind the frantic ac tivi ty, 
though, there is an under- 
standing that obstacles iws to 
be removed before the poten- 
tial of the region's automotive 
Industry mu be realised. 

Xu particular, success or fail- 
ure wffl be heavily tutiuenced 
by the extent - to which vehicle 
producers are able to secure a 
source cf locally produced com- 
ponents and with subassem- 
blies of .a consistently high 
quality and incorporating 
advanced technology. 

In the absence cc dud condi- 
tion eastern Europe’s motor 
industry win stumble, along 
with plans to export more- 
vehicles to Western markets 
and earn the hard -currency to 
pay for much of the to w a r d 
investment. 

The east European compo- 
nents Industry is way behind 
- perhaps by as much as 20 
yens -fits- Western and Japar 
nese counterparts. Catching 19 
wffl be neither easy nor quick. 
The sector has lived with a 
series of day-to-day frustra- 
tions of the type which are 
unknown- in other large ton* 
tres of vehicle manuftHlurJiM. 
C ommmric t Mo pa are difficult, 
raw materials, lack consistent 
quality and power supplies can 
be erratic. 

The heavy hand of central- 
ised control and bureaucracy, 
combined with a lack iof com- 
petitive tendering, have bred 
fh» conditions in «*Wi there 
has been little incentive for 
managements to improve md 
innovate. 

B is not surprising that qual- 


ity control and technical sup- 
port are lacking , and that the 
performance- and reliability of 
the finished products often fail 
to match Western and Japa- 
nese standards. 

East European producers 
have not beau spoilt for choice 
over thn o£ their com* 

beaTeas? to find aftafnaUv# 
sources. Eds is be ginnin g to 
change, with companies such 
as Skoda taking a more rigor- 
ous approach to its supplier 
base and the quality of its pur- 


The position is not good 
wwin gii fix’ the new wave 'of 
vehicle manufacturing invest- 
ment which will be Installed 
over the next few years. So 

The pace of growth 
aim modernisation 
has quickened 

where wffl the new generation 
of components come from? - 
to part, the new or expanded 
vehicle assembly operations 
wffl source components and 
wnhm uiwf nWigg from the West 
«nd Japan for scone time to 
come their cost being offset 
by e x p o r ts of ftolsbed vehicles 
to hard currency markets. The 
Suzuki vent ure in 'Hungary is 
expected to begin with locally 

S oduced components account- 
g far no more than 25 to SO 
percent of requirements. The 

HirngaHim GOVeOaOBOt l8 BOX- 

tons to -see; this advance to 70 
pec cent as soon as possible - 
although, in the context of the 
country' s existing coo^onents 
sector, the scale of investment 
required to make that happen 
would be &r greater than the 
cost at the vehicle assembly 
pbmt itself. 

ft would be extremity waste- 
ful for each country to develop 
a fully fledged components 
industry of its own. A patten 
Is em erging with Western cam- 
nonent sunnliers establishing 
joint ventures with Eastern 
partners, often with active 
encouragement and support 
from tiie vehicle manufactur- 
ers. Activity along these lines 
Is especially evident between 
West and East Germany where 
Volkswagen, General Motors 
and MercedeeSens are playing 
lending roles. *■ 

Volkswagen, which has set 
up a joint ve nt ure to assemble . 
Polos with the c om pa n y which 


mates the Trabant, is arrang- 
ing meetings between its 
component suppliers and F 
German companies with the 
aim of exploring areas of 

cooperation. 

. General Motors has readied 
agreement with Automobile 
Works Eisenach , the producer 
of Wartburg models, to estab- 
lish a joint venture company 
1 fer tile production of compo- 
nents and assembly of vehicles. 

Meanwhile, Mercedes-Benz 
aims to develop a large pres- 
ence to East Germany's trneft 
industry and is planning to 
enlist the help of Western com- 
ponent producers in the 
attempt to establish the 
required supply base to Qwt 
country. Based on these initia- 
tives a string of companies — 
Including Bosch, Continental 
and Varta — have amwmiMd 
co-operative agreements with 
East German partners. 

. Western companies are tak- 
ing their suppliers with fliein 
• as they move east, in much the 
same way as Japanese vehicle 
producers have taken their 
suppliers into North America. 

There is one important 
exception. Rather than estab- 
lishing greenfield operations 
- an their own, the emphasis is 
on finding a partner fo rm- 
tog a joint venture. From the 
. Eastern standpoint a joint ven- 
ture is far preferable to a turn- 
key operation, since the l a tte r 
is associated with the provi- 
sion of outdated technology. A 
Joint venture implies an ele- 
ment of partnership between, if 
not equals, at least potential 

p qnflla 

Towards the end of the 1990s, 
the east European M ^ptwumtat 
industry may become an inte- 
gral part of west European 
vehicle supply 

networ k . With the benefit m 
the West’s technology the 
region could develop into a 
new, low cost supply base. 

For vehicle manufacturers 
nr»H component suppliers 
eastern Europe offers plenty of 
pntATirtai a l t h o u gh the pay- 
ba ck period will he l«»ngthy and 
the path «h«a<i foil of uncer- 
tainty. 

Much still needs to be done 
with regard to basic commer- 
cial arrangements such as 
farflffcofing tim wp » H j rtlni> of 
p rofit s and fostering a spirit of 
competition. The great 
unknown is the extent, to 
which recent political changes 
wffl be stable and durable. 


systems path 


ELECTRONICS have become 
widely accepted as the princi- 
pal CTg rn R of rfiange to both 
the vehicle as a product and 

the means of producing ft. 

Th« increasing complexity of 
the car, which is becoming 
“intelligent” as its compote r- 
cun taiflBd dy na m ic behaviour 
and engine management 
systems proliferate, is more 
than matohad by that Of its 
production systems. 
Computers directed by 
sophisticated software have 
allowed manufacturers to build 
robotic framing, welding and 
assembly systems of a flexibil- 
ity not easily contemplated M 
the start of the 1980s and capa- 
ble of building a variety of dif- 
ferent «*«Mf Of car *Hwmdi at 

random. 

Electronics are the fastest- 
growing ingredients in a 
vehicle, and a conventional 
wisdom has grown up that 
such ingredients will be pro- 
vided, as a matter of course, by 
hi g hl y specialised component 
producers. 

These producers, so the con- 
vention nms, will striv e to be 
of a size capable of supporting 
large research and develop- 
ment projects of their own. 
Theft depth of capability would 
be gneh that tha whirie manu- 
facturers, as with other compo- 
nent areas, would be content to 
work closely with the suppliers 
on iwiHui component develop- 
ment - then leave the supplier 
to get an with it The vehicle 
maker's role increasingly 
would be that of an assembler. 

Everyone would benefit so 
the argument runs, because 
these la nwv soohistitoted sup- 
pliers would be able to cater to 
a number of wmmfM bi r a ni 
with ease, and both supplier 
and would benefit from 
im proved ec onom ies of scale. 

This, indeed, has been the 
convention for the past few 
years. But BMW now appears 
bent on breaking It The West 
German executive car maker is 
determined to develop, and 
manufacture, its own core elec- 
tronics components. 

Since it runs so sharply 
counter to motor industry 

trends, it could have a negative 
impact on the independent 
electronic c om ponents indus- 
try should BMW be so success- 
ful at ft that otheryehide mak- 
ers copy It BMW executives 


say they believe the company 
could cut the cost of electronic 
control units (ECUs) and other 
electronic components by up to 
two-thirds by designing, devel- 
oping and producing them 
in-house. 

Large vehicle producers in 
Europe are heavily dependent 
on Robert Bosch of West Ger- 
many, Alfred Teves, Lucas, 
Magnet! MarriB others for 
electronics-based systems such 
as fuel injection and engine 
management wyK tflwisL 

Some car maters have opted 
to Hww control over 
trend, as well as broaden their 
business base, by buying the 
components or electronics 
groups themselves. General 
Motors’ acquisition of Elec- 
tronic Data Systems and Daim- 
ler - Benz 1 purchase of AEG 
fall Into this category. 

BMW’s research and devel- 
opment engineers have con- 
cluded that there are funda- 
mental flaws to the concept 
that an expert independent 
supplier, allying its pool of 
to economies of 
scale represented by supplying 
similar categories of compo- 
nents to a duster of vehicle 
assemblers, is the most effi- 
cient route for the industry. 

What can easily happen 
foatoad . they believe, is that 
assemblers pay inflated sums 
for unnecessarily complex 
parts developed as a compro- 
mise between the widely vary- 
ing needs of several assem- 
blers. BMW has designed 
modular electronic control 
systems for its new cars which 
should be much simpler, more 
figrihia and cheaper to produce 
than c ur ren t systems, said a 
BMW executive. 

ft Is likely that, Initially at 
least, BMW wffl seek to have 
Its systems actually produced 
by an external supplier. BMW's 
executives acknowledge that 
this carries tiie risk of its own 
d es ign principles becoming 
available in parts made for 
other ve hicle assemblers. How- 
ever, BMW wffl not seek partic- 
ularly to seek patent protec- 
tion. 

BMW expects such a situa- 
tion to be transitional. It 
expects to have its own elec- 
tronic components plants 
within five years. 

John Griffiths 


ROBERT BOSCH was a hard 
man to please. Back in 1918, he 
<mfH- “It has always been an 
unbearable thought to me that 
ywnanna could inspect one of 
my products and find it infe- 
rior. I have, therefore, always 
tried to ensure that only such 
work goes out as is superior to 
all respects.” 

This uncompromising state- 
ment is now central to the phi- 
losophy of the West German 
company that bears his name. 

The Stuttgart-based Bosch, 
founded in 1888, is the world’s 
biggest supplier of automotive 
components, which account for 
just over half cf its turnover of 
about DMSOfan. Its SZ plants to 
the sector include 28 outside 
West Germany. It has also 
entered into joint ventures and 
licensing agreements in Asia 
Pacific and the US. 

Its latest move is to link up 
with an East German parts 
manufacturer in preparation 
for the potential to a united 
Germany and eastern Europe. 
Under its soft-spoken, thought- 
fnl ex ec uti ve, Mr Marcus 
IMm-inh, the group has striven 
to b eco me lew condescending 
to its customers in the motor 
industry and more alert in 
responding to their wishes. 

“The word responsiveness' is 
very important to us,” he 
asserts. “We have to change 
according to customers’ 
wishes. Its no longer the case 
that products are eagerly 
gngtehed out of our hands just 
because they were made in 
Germany.** 

The company has tried to 
move nearer the customer by 
cattily up foreign pl«w*B and 
application centres so that 
products developed in Ger- 
many can be locally adapted 
for widely iHWhrlnp world mar- 
kets. Last year’s decision to 
hnflH a glQQqi n H wwatnr plant 
hi Wales is a ptiwft pram pi r of 
thfa more timrihlp approach. 

Not only did Bosch want to 
be closer to a newly res ur gent 
UK motor industry, it also 
wanted to tap what Mr Bferich 
sees as the more «Htity , more 
industry-oriented research 
farfiiripw in the UK. 

Bnaph hag traditionally car- 
ried out nearly all its product 
development work in West 
Germany, hut sees the need to 
be more alert and fast-moving 
as market pressures increase. 
For although Pouch still domi- 
nates the automotive equip- 
ment industry, its nearest rivid 


Marcus Blerich 

bring NSppondenso of Japan to 
which it has a 6 per cent stake, 
the West German company has 
come under stiff competition. 

to West Germany, companies 
such as Siemens and AEG 
(part of Daimler-Benz) have 
moved into the sector. Siemens 


The growth trends in 
all the Important 
volume markets are 
levelling off 


considerably increased its mar- 
ket penetration through the 
purchase nearly two years ago 
of Bendix Electronics, a US 
company with wide interna- 
tional activities. 

Bosch’s strength in standing 
up to its rivals is that it has 
always been highly innovative. 
It pioneered ABS to the early 
1930s, though it did not then 
proceed with the product 
because it contained more than 
1,000 electronic components. 
Bosch waited until ABS could 
be produced with far fewer 
electronic parts, even though 
car mairgrn pushed hard for its 
early introduction. 

ft has produced over 5m ABS 
units, with yearly capacity at 
1.3m. However, product 
strength is not enough these 
days. The competition, includ- 
ing tiie Japanese, has become 
more aggressive. Bosch has 
had to become more accommo- 
dating cm price and faster with 
rfnmg pa hi its products. 

“Products are no longer go 
uniform,” notes Mr Bierieh, a 
former finance director of the 
Marmaamarm engineering com- 


pany and the Allianz insurance 
group. 

Moreover, the world’s car 
market s are unlikely to con- 
tinue growing at the same pace 
as to the past "The growth 
trends in all of today's impor- 
tant volume markets are level- 
ling aft,” believes Mr Hansj&rg 
Manger, a Bosch director. Thus 
the emphasis will be on quali- 
tative rather than quantitative 
growth- 

increased productivity is one 

of the weapons to which all 
manufact urers have to resort 
to defend their market posi- 
tions, Mr Manger adds. Quality 
is another . 

At a rime when electronics 
plays an increasingly impor- 
tant role in car equipment and 
when standards of safety, fuel- 
emission, fuel-economy, and 
comfort are strengthening, reli- 
ability and improved system 
designs are vital to keeping 
down costs and meeting the 
needs of the customers. 

For Bosch and its competi- 
tors, this means a greater 
degree of product internation- 
alisation. For some compo- 
nents, very high volumes are 
needed for economic produc- 
tion. “These volumes can be 
tenfold the car volumes or 
even higher," explains Mr Man- 
ger. So production must be 
spread around different coun- 
tries. 

On the quality side, Bosch 
has recently pursued a tougher 
and more systematic policy. 

Mr Manger, who is responsi- 
ble for Bosch's motor compo- 
nents side as well as quality, 
says Bosch’s marim is simple: 
"Do it once, do it right” As a 
result it used such sophisti- 
cated methods as Failure Mode 
and Effects Analysis (FMEA). 
first developed in the US space 
industry, and Statistical Pro- 
cess Control (SPC). 

In FMEA, all potential weak 
points are sought out at a prod- 
uct’s development stage, so 
they can be fired early on and 
far more cheaply than at later 


SPC involves the monitoring 
of important manufacturing 
processes to ensure production 
machiner y works well within 
accepted tolerances. 

The founder would certainly 
have approved of such pains- 
taking attention to detafl. 

Andrew Fisher, 
Frankfurt 
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FOR JAPANESE auto parts 
manufacturers, survival on the 
international market-place 
dep ends increasingly cm Emir 
ability to keep ahead In two 
areas: technology and globali- 
sation. 

Efforts to stay abreast of. if 
not abead of, technological 
developments have become all 
tbe more necessary with a 
growing demand in Japan for 
higher quality cars and the 
recent foray by Japan ’s top 
auto makers into the luxury 
car market 

A spreading world-wide con- 
cern about safety and protec- 
tion of the environment has 
made it essential for auto com- 
ponents makers to maintain 
the technological ability to 
meet tbe growing demands of 
governments and consumers 
alike for safer and cleaner cars. 

Meanwhile, the accelerated 
moves of Japanese auto mak- 
ers to produce In the US and 
Europe and tighter regulations 
there on local content, has 
made it crucial for auto parts 
makers to secure their own 
production bases overseas. 

There has been a large rise 
in demand for higher quality 
cars in Japan supported by the 
abolition last year of a com- 
modity tax which substantially 
lowered the price of luxury 
cars. A strong rise In Japanese 
asset values in the past few 
years helped to unleash an 
enormous appetite for luxury 
goods, inclnding increasingly 
plush and expensive cars. 

Both Toyota and Nissan are 
strongly committed to the lux- 
ury car market not only in 
Japan but also world-wide. 


Michiyo Nakamoto looks at Japanese attempts to stay ahead 

A drive for better technology 


NRL the research arm of 
Nomura Securities estimates 
that annual sales of automo- 
biles with engine capacity of 
over 2^X)0cc will rise by over 10 
per cent to 800,000 units in 
199a 

Japanese consumers have 
also come to expect more high 
quality components even in 
standard automobiles. Japa- 
nese consumers tend to have a 
greater weakness for gadgets 
than their western counter- 
parts. But the tendency has 
grown as the c ou ntry ’ s Irving 
standards have risen. 

Air conditioners, for exam- 
ple, have become a necessity 
for many drivers while an 
innTAagfng number of are 
asking for better quality air 
conditioners, such as those 
that are electronically con- 
trolled. The installation rate of 
air conditioners for domestic 
cars continues to rise, with 
cars of engine capacity over 
550cc showing an installation 
rate of 94 per cent by 1988, 
according to research by Bar- 
clays de Zoete Wedd, the secu- 
rities house. 

A severe labour shortage in 
the transportation industry 
has made it necessary for 
many transportation compa- 
nies to install air conditioners 
in their trucks in order to keep 
their drivers from quitting. 

The trend has been good for 


the Japanese auto parts mak- 
ers which produce these com- 
ponents, particularly those 
that make electronic parte. 
Electronic components are in 
greater demand, not only where 
they offer greater comfort, as 
in air conditioners, but more 
i mp orta n tly where they offer 
greater safety a- less pollution. 

For example, electronic fuel 
infection (EFI) systems, which 
raise fuel efficiency and reduce 
emissions, are one of the mast 
promising areas of growth. The 
installation Tate of EFI, which 
is about GO per cent for domes- 
tic passenger cars, is widely 
expected to go up to dose to 
100 per cent within several 
years. The installation rata at 
Toyota is as high as 90 per 
cent, and NRI estimates that it 
will go up to 90 per cent for tbe 
domestic pamMngqr car indus- 
try by 1995. 

Airbag systems and antiskid 
braking systems are being 

install pd m an jiym auring wmn. 

ber of domestic automobiles. 
Anti-skid braking sy s tems, in 
particular, are being adopted 
not only in the better class 
cars but ^ in standard pas- 
senger cars and are likely to 
spread to light vehicles. 

Meanwhile, world-wide con- 
cern about the depletion of the 
Earth’s ozone layer has 
prompted the Japanese Gov- 
ernment to restrict production 


of perfluorocarbons, the main 
coolant in air conditioners. 
Auto parts makers which make 
air conditioners have 
responded by recycling perfhso- 
rocarbcma from cars that have 
been scrapped. 

PerGnorocarbons win even- 
tually need to be replaced by 
an appropriate substitute. In 
another move to help protect 
tiie wigi nmmart , the Japanese 
Government will enforce 
stricter regulations on noise 
and exhaust gas for smaller, 
tracks and vans t h is * mtm n h . 

Japanese part makers that 
have kept up with research 
and develo pment in tmpnffa pt 
fields have benefitted from 
these developments. 

Ntopondenso, for example, 
which is the I Nd in g electron- 
ics supplier to Toyota, is well 
placed to benefit from the 
trend t ow a r d s greater comfort 
and safety. It is a top producer 
of electronic and electrical 
p a rts for and the 

biggest producer of EFI 
systems, with SO per cent of the 
Ja p an— market, according to 
Barclays de Zoete Wedd. It is 
also a hwdmp car air condi- 
tioner nwlfgr and about 50 

cent of this market in 


Ntopondenso is moving cau- 
tiously but steadily into new 
businesses, such as mobile 
communications which is per- 


haps the next big gest gr owth 
area as consumers continue to 
deman d ever more effi ci e ncy 
and comfort 

Ntopondenso is still contem- 
plating whether to produce car 
telephones itself or buy the 
phones from a manufac turer 
and put them into a system 
which they could sen as a unit, 
says Mr Benjamin Moyer, ana- 
lyst with Merrill Lynch in 
Tokyo. 

Calsmdc, which is a maker 
of radiators, air conditioners, 
heater and mufflers affiliated 
with Nissan, will see increased 
dATnand for its mufflers and' 
catalytic converters for con- 
trolling emissions. 

Both Nippondenso and Cat 
sonic have followed swiftly in 
the footsteps of their main cus- 
tomers to globalise their 
ooerations by shifting produc- 
tion overseas. Their moves to 
produce in the West have 
seemed all the more urgent 
with Japanese automake rs fac- 
ing the threat of stricter local 
content rules. 

Ntopondenso, in particular, 
has been fairly aggressive in 
its overse as moves, it has two 
operations in the US - a plant 
in Michigan where it produces 
car .air conditioners for Japa- 
nese transplants and the US 
Big Three and a joint venture 
in the US with Toyota Auto- 
matic Loom Works making 


compressors fir car air condi- 
tioners. It recently acquired 
MI Radiator of the UK and has 
plans to set up joint ventures 
m the UK and France. 

Caboadc fat* three « »» « US 
subsidiaries and affiliates, 
W i t nt ttng a joint venture with 
COL It has plans to produce 
starter motors in a joint ven- 
ture with Valeo of France. 

Japanese industry, however, 
is fi nd ing that setting up pro- 
duction plants abroad is not a 
satisfactory solution to the 

- bor- 

ders. The US 1ms been putting 
pressure on Avan to open up 
its auto parts market and has 
pointed to the relationship 
between automobile makers 

ami their wunni i mmilt n mruriH- 
ere as a harder to foreign entry 
into the J apane s e market 

For political reasons, Japa- 
nese auto makers will have to 
increase their purchases of for- 
eign parts, and the leading 
auto makers have recently 
announced plana to do so. Yet 
when it comes to those compo- 
nents which can muk^ a cars 
rep uta ti o n, it is unhkely that 
Japanese car makers win rush 
to buy US parts. 

Japanese components mak- 
ers have learned to make parts 

that hot and that live up to the. 
high quality e xpect a tions of 
the automakers. 

Forming tie-ups with foreign 
auto parts manufacturers 
through which they can pass 
on technology or a lead to a 
Japanese car maker, is one 
way for Japanese parts makexs 
to do their part in easing trade 
friction, saysMr Moyer. 



FORA 

NEW 

EUROPEAN 

PRESTIGE 

AUTOMOBILE 


A new prestige automobile for the 
1990s has been conceived and designed for early 
manufacture in Europe. Not conforming to any 
established pattern, it is best described as a compact 
personal luxury vehicle with sporting character and 
high versatility. 

A key feature of the architecture of the 
car is a new cabin layout offering significantly 
improved passenger well-being within a space- 
efficient package. Its design offers a unique blend of 
individual style with everyday practicality. 

The construction technology utilises a 
R 1 1\| fully-stressed steel space-frame and a composite 
exterior skin. This allows the introduction of body 
style variations to create a family of automobiles that 
will satisfy the up-market customer of discriminating 
taste and environmental awareness. 


POWER 


Ludvigsen Associates Limited 
105/106 New Bond Street 
London W1Y 9LG. England 
Telephone (071) 493 7711 
Facsimile (071) 491 8997 
Telex 261376 LOFBNDG 


The team engaged in the detailed 
execution of the project includes the Lotus 
Engineering Division of Lotus Cars Limited, Norwich, 
England, Design System and EPIC Turin, Italy and 
Ludvigsen Associates Limited, London, England. To 
meet the strict requirements of a new prestige 
marque, the production of the car will be contracted 
to a leading European specialty vehicle manufacturing 
company. 

The new car has been designed and 
engineered around a front-mounted transverse- 
engine power train with drive to all four wheels. 
Within the next 24 months at least a dozen 
manufacturers around the world will be producing a 
power train suited to this automobile. 

In addition to meeting the car's 
ambitious performance goals, the selected power 
train will offer world-class levels of reliability and 
durability. An important consideration will be the 
availability of key-market homologation and service.* 

The aim of this announcement is to 
promote contacts with all eligible power train 
manufacturers in order to discuss common areas of 
interest, beginning with the supply of engines and 
other components. Manufacturers are, therefore, 
kindly invited to contact Mr. ICE. Ludvigsen at their 
early convenience. 


UNITED STATES - 

Trend towards 
joint ventures 


US COMPONENT makers have 
been holding on to the rails to 
keep from slipping too to 
down t he steep decline of US 
auto production. 

The drop in auto demand 
that set in during last year’s 
final quarter is Bkfily to persist 
for tbe first half of this year. 
But longer-term trend 
among vehicle producers 
toward total subsystems rather 
than individual parts is hav ing 
a far broader Impact in the US 

fniliw ii^l. 

Hie change in sourcing pat- 
toms is predicted to reduce the 
overall number of component 
makers. The trend, has slowly 

hftwn taking place OVGT the fart 

several years, but its effects 
are starting to intensify, 
ac o nudfa g to Mr Dennis Virag 
of the Detroit-based Automo- 
tive Consulting Group. 

With foreign, mostly Japa- 
MW, competi ti on still taking a 
significant bite out the US car 
market, the Big Three want to 
Emit their number of suppliers 
to reduce theft- transaction and 
coordination costs. 

They are demanding more in 
quality, delivery performance 
and engineering. As a result, 
there are more fang-term con- 
tracts as the Big Three put 
greater «nphflafa on develop- 
ment of fall syste ms and thor- 
ough service. 

This may not mean, how- 
ever, that many companies 
simply disappear. Tmrfoad, the 
rationalisation is expected to 
produce more joint ventures. 

“Even major companies are 
forming joint ventures to sup- 
ply the Big Three," Mr Virag 
The reason is not only 
because the inves t me nt is slza- 
able tot because the engineer- 
ing is difficult and the ride is 
large. 

Volumes go up for those 
lucky enough to secure the 
contract. Two large suppliers, 
Dana and TRW, for example, 
have formal a partnership to 
produce full suspension 
systems. Such joint ventures 
vrill also farrfg n part- 

ners. Walbro. for example, has 
joined Siemens to supply find 
systems, iwr-inaiwg find injec- 
tors and pumps. 

As part of tills rationalisa- 
tion process, each of tin Big 
Three has reduced its number 
of internally supplied parts. 
Ford and Chrysler have been 
most aggressive in this respect, 
according to industry analyst 
Mr Greg Macosko of Easton 
Consultants in Connecticut. 


US component 
suppliers are 
criticised as too slow 


Hie estimates that Ford inter- 
nally supplies GO per cent of its 
needs and Chrysler just 30 per 
cent, while General Motors rtlll 
puts in 65 per cent from its 
ccanpanantsgnrap, tbe largest 
in thft , y 

With more externally sup- 
.plied components, but more 
complex ones, suppliers in the 
US are playing a role similar to 
their Japanese counterparts. 
Japanese assemblers rely 
directly on suppliers for some 
of their systems design and 
they develop the bulk cf their 
systems jointly with suppliers. 

In con t rast. North Ameri ca n 
assemblers have tended to 
design the majority of their 
own systems and rely Httle on 
joint design or direct supplier 
designs. But it is joint design 
that is expected to burgeon. 

Hus tiering of the US compo- 
nents industry parallels that of 
the Japanese industry and is 
an example of how the 
Americans are tr y i ng to loam 
from their main competitors. 
At the same time. Japanese 
component makers, who estab- 
lished themselves In the US 
largely to supply Japanese car 
transplant companies, are 
making some headway in sup- 
plying the Big Three. 

Nippondenso, the Toyota 
supplier, is considered a leader 
on this front. It has set up a 
large technical centre near 
Detroit for electrical compo- 
nents and sensors. It supplies 
the Big Three from four plants 


and the centre is aimed at for- 

ther penetration. 

The Japanes e tra nsplant* 
are buying more from US com- 
ponent makers. While t hey ini- 
tially assembled their cars is 
the US wring imported parts 
and later were supplied by 
their own traditional compo- 
nent makers who followed 
tiwn r their growth in the US 
anrf the pressure of trade ten- 
sions between Washington and 
Tokyo are leading to more 
local sourcing. ^ _ 

A report last year by the 
Office for the Study of Automo- 
tive Transportation said that 
transplants will experience 
dramatic growth during tbe 
1988 to 1993 period. 

By 1993, transplants were 
expected to increase their pro- 
duction to L7m vehicles, up 
from just under lm in 1988, the 
report said. This will b ring a 
mushrooming of market share 
to 1&5 per cent from 7J5 per 
in the name period. 

The transplants were pre- 
dicted to increase the number 

The changes are likely 
to reduce the number 
of component makers 

of US supplied components by 
46 per cent over the next five 
years, according to a joint 
study by Automobile Engineer- 
ing Magazine and Marfcey & 
Associates, a Michigan market- 
ing company. 

Mazda, for example, which 
Kaq a man ufa cturing plant in 
Flat Rock, Michigan increased 
its local content from 50 per 
cent to 65 per cent last autumn 
and it plans a farther increase 
to 70-75 per cent by tbe end of 
3992. The rise in local content 
will push up the value of 
locally sourced materials to 
$L5bn in 1992 from the current 
level of 5700m, says Mazda. 

Last month. Mazda 
announced that it would pur- 
chase a total of 15 components 
from eight US suppliers, 
including 13 new parts, repre- 
senting new business for the 
US companies. Two of those to 
benefit are ITT Beves America 
for disc brakes and Eagle 
Pitcher Industries for rear 
package trays. 

There are some bumps on 
the road to greater local con- 
tent for the Japanese trans- 
plants. While US component 
makers say that the transplant 
market is hard to crack due to 
cultural differences and stiff 
quality and price demands by 
tine Japanese, US component 
suppliers are criticised as too 
slow and inflexible to change 
ri«xdgT] and equipment. 

The Japanese are moving 
toward simpler designs to 
reduce superfluous assembly. 
This means that components 
should be earily redesignahle 
within the same frame so that 
factories do not have to change 
tools. Customers can then 
upgrade or replace sub-parts 
wit hout re placing the entire 
subayrtsu. 

The Japanese are under 
heavy political pressure to 
increase local content and they 
are doing so. But while more 
sales are being made by US 
com ponent makers to the 
tr an spl ant s, industry analysts 
say that in fact these are more 
and more the product of joint 
ventures with Japanese suppli- 
ers. 

According to Easton Consul- 
tants, in 1964, l&5 per cent of 
all parts manufacturing compa- 
nies in business with trans- 
plants were joint ventures. By 
1988, 46 pa cent of new trans- 
plant business was a result of 
joint ventures. Yet, with car 
gales soft in the US and a 
return to the good years of the 
1970s unlikely, us pa rts mak- 
ers are also looking to Europe. 

Gen gal Motors components 
group, which indudes 10 divi- 
sions and bwd $3Qhn in waToa 
fast year (90 per cent of which 
was in-house), says that its 
sees Europe as the ***** great- 
est O p p o r tu nity for expanding 
business. 

Barbara Durr 

Chicago 
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